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PROGRESS OF THE EASTERN UNION 





What the Committee of Fifteen has Accomplished—Its Work in the Large Cities.— How 
the Management of the Buffalo Board Was Changed.— Existing Relations 
Between Companies and Agents. 


In October, 1900, the Bastern Union ap- 
pointed a committee of fifteen, to whom 
was delegated plenary powers. This com- 
mittee was appointed for two purposes: 
first, to obtain a better control of rates, 
and second to secure a reduction in ex- 
penses, particularly in large cities. 

Since its creation the committee has 
performed effective work f:0m the stand- 
point of the Eastern Union. Conditions 
have been changed in several of the large 
cities, such as Buffalo, Pittsburg and New- 
ark. The work of the commttee unques- 
tionably has greatly extended the infiu- 
ence of the Eastern 
ritory over which it exercises supervision. 

The committee has accomplished 
that it 
increasing rates upon unprofitable classes. 


Union in the ter- 
much 
designed to do in the way of 
something in 
While the 
Union 


It has also accomplished 


the line of reduced expenses. 


membership of the Eastern has 


not increased, nevertheless the percent- 


age of business controlled by union com- 
greater than 


today is probably 


It is quite possible that the mem- 


panies 
ever. 

bership of the organization will soon be 
augmented by the accession of prominent 


outside companies, 


s&s © 


The Buffalo Instance. 


As indicative of the work performed by 
the Committe of Fifteen, and also as 
illustrating the increased influence of the 


Eastern Union as a factor in the under- 
writing situation, the case of Buffalo may 
be cited. The final selection of Mr. Fred- 
ricks to act as manager of the local 
board in that city, represents the adjust- 
ment of a controversy of long standing 
between the companies and agents. This 
appointment means that the companies, 
particularly those represented in the 
Eastern Union, have obtained a more 
direct control of the rating machinery of 
this important local board. 

The controversy which 
Fredricks is a 


culminated in 
the selection of Mr. most 
The accounts vary, but 
upon the following points there appears to 
be substantial 

In February, 
with a 
the Buffalo 
advisory 


interesting one. 


agreement. 
1900, 
eommittee of 


conference 
officials, 
appointed what was 


after a 
company 
board 
called an committee consisting 
of five special agents selected by the com- 
pany officials and six local agents. It ‘s 
of the Buffalo agents 
trat the specials upon this advisory com- 
and that 
intent 


claimed by some 
control 
there was evident 
to reduce Buffalo from an excepted city to 
the control of the Underwriters’ ‘Associa- 
tion of New York State. On behalf of the 
specials, however, it is claimed that they 
did not exercise any more influence in the 
management of affairs than the local 
agents upon the advisory committee, who 
were in the majority. 

in July last, some of the 


mittee soon obtained 


developed an 


Nevertheless, 
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members of the local board became so a- 
armed at what they conceived to be the 
aggression of the special agents that they 
induced the board to relieve this committee 
from further supervision over its work 
and emp!oyees. To these members of the 
local board it appeared that although the 
secial agents were appointed on the ed- 
visory committee by the board, they 
Seemed to act as representatives of the 
Eastern Union. It is true that the specia! 
agents on the committe:2, as the result o*° 
their knowledge of the situation. were led 
to advocat2 a change of management in 
the board. 

In the meantime, a sub-committee of the 
“ommittee of Fifteen of the Bastern Un- 
ion appeared in the fie'd in connection w th 
Buffalo matters, particularly in relation to 
the general rating situation and non-board 
competition. As the result of a conference 
held in New York City during August be 
tween Euffalo agents and this sub-c-m- 
mitte' an agreement was reached where- 
by the non-boarders in Buffalo were to be 
admitted to membership. The Buffalo 
board subsequently adopted the requisite 
legislation and the non-board situation 
in the city was effectively cleared up. 

There was, as stated, dissatisfaction 
with the management of the Buffalo board 
on the part of members of the Eastern 
Union, and although the local agents ac 
ceded to the wishes of the managers in 
respect to advancing rates, the sub-com 
mittee of the Union still took the position 
that a change of management was neces- 
sary to secure what they desired. Their 
position was influenced by the statement 
of the case as made to them by the special 
represented upon the advisory 
committee. The special agents on that 
committee, and, it is claimed, the majority 
of local agents, were agreed that a change 
of management was best, and Mr. W. J. 
Fredricks was selected as the proper per- 
son to occupy the position. 


es se Ss 


Union Committee’s Influence. 

Up to September last the efforts to se- 
cure a change of management in the Buf- 
falo board and the appointment of Mr. 
Fredricks, had been conducted by mom- 
bers of the advisory committee. The 
members of the Eastern Union committee 


agents 


of fifteen were-not in close touch with the 
situation, but after carefully looking into 
Mr, Fredricks qualifications, it was de- 
termined to support the advisory comm:t- 
tee in its recommendation. { 

The sub-committee of the Eastern Union 
visited Buffalo for the purpose of effecting 
a settlement. A meeting of the board was 
held September 13, at which the company 
managers and the special agents on the 
advisory committee were present. After 
the matter had been discussed the mana- 
gers ani specia! agents retired, and the 
board unanimously voted that the proposi- 
tion made to it by the committee of the 
Eastern Union be submitted to all com- 
panies represented in the board, and that 
it go into effect as scon as 90 per cent, of 
the companies had assented thereto. 

This action, however, was not satisfac- 
tory to the committee of the Eastern Un- 
ion, and a meeting of the board was 
called the next day and the action of the 
previous day rescinded by 14 votes, a ma- 
jority of those present. There are §2 
members of the local board. 

Between that date and the final appoint- 
ment of Mr. Fredricks there has been a 
running fight between several promin:cnt 
Buffalo agents and the special agents in 
regard to this appointment. The agents 
referred to were strongly opposed to the 
appointment obtained considerable 
support among the companies. The com- 
m'‘ttee of the Union, however, believed it 
important that its original program should 
be put through in every particular. It is 
understooi that the situation was at one 
time so strainel as to involve a rate wer 
in Buffalo, and a possible dissolution of 
the Bastern Union. Under these circum 
stances the local agents were not ab'e to 
Fred- 


and 


prevent the appointment of Mr. 
ricks. 

So far as can be learned, the oppos'tion 
to Mr. Fredricks did rot rest upon per- 
sonal g-ounds. The whole controversy is 
undoubtedly due to the fact that some of 
the local agents believed that the Eastern 
Union was seeking to deprive them of 
justly earned control in the affairs of the 
local board, while on the other hand, the 
committee of the Bastern Tnion appears 
to have become convincei that the affairs 
of the board could b> less expensive'y 
hand'ed and its machinery conducted 
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more expeditiously under a new manage- 
ment. 

In its personal aspects the conflict was 
undoubiediy du2 to some misunderstand- 
ing of motives, but in its larger phases it 
is but representative of a general situa- 
tion with which the fire insurance business 
is now confionted, It is indicative of 
some of the changes which are being ef- 
fected in the relations between the com- 
panies and agents. The fact that the 
Eastern Union has finally won in Buffalo 
is accepted as evidence of the strong hand 
which it at present maintains in the terri- 
tory under its control. Although Mr. 
Fredricks is elected to his position by the 
vote of the Buffalo agents, he is the can- 
didate of the Eastern Union and was 
selected in opposition to the preference of 
some of the Buffalo agents. Nevertheless 
there does not seem to be any disposition 
on the part of local agents to carry the 
controversy further. Mr. Fredrick’s man- 
agement of the Buffalo board will be 
tested by ordinary standards. If he is 
successful it will be a source of gratifica- 
tion to Buffalo agents. If he is not, the 
Eastern Union will probably be the first 
to suggest another change. 


ee 


The Control of Rates. 

The Buffalo instance is simply the local 
application of a general tendency on the 
part of the companies to obtain more con- 
trol of rates. This tendency of itself is 
not fraught with danger to local agency 
interests; on the contrary, it is along na- 
tural lines. It is perfectly proper and 
right for the company to name the price 
at which it will sell its indemnity. The 
function of the local agent is to obtain the 
business, inspect the risk, advise the com- 
pany as to local conditions, and, in so 
far as he may desire to represent the in- 
terests of the property-owner, to see that 
the company, in controll'ng and applying 
rates, docs not unjustly treat his clients. 

The oid time relation between the com- 
pany ani the agent has changed and is 
still changing. Readjustment is  con- 
stantly going on. The tendency ‘is for 
the agent to occupy a different attitude 
towards his company, not perhaps one of 
leSs conscientious service, but an attitude 


of more independence. These circum- 


Sianccs have naturally fcirced the com- 
panies, as a matter of self-interest, to 
apply more personal supervision to the 
question of rates. 

This changed siiuation does not mean 
that there is less confidence between the 
compan‘es and their agents; on the con- 
trary the standard of selection among 
the companies in respect to local represen- 
tatives must be higher; that is to say, 
the relation of greater independence 
makes it necessary for the companies to 
select their local representatives with 
even more careful regard for ability and 
integrity. 

In respect to these changed relations 
which are taking place, it has been the 
policy of this magazine to present with 
some emphasis the situation from the 
standpoint of the local agent, our purpose 
being, so far as possible, to remove any 
prejudice existing in the minds of com- 
pany managers, which might possibly 
stand in the way of real rrogress in the 
business. On the cther hand we think 
that the local agents should not mistake 
the attitude of the companies. In seek- 
ing to exercise a more direct control in 
regard to local rates, the companies are 
not asking any more than it is their right 
to ask. These questions must be viewed 
in a broad aspect, not from the standpoint 
of local issues, where personal feeling 
may obscure the wider merits of the 
proposition. The present position of the 
Eastern Union is the result of a tardy re- 
gard for self-interest. It is, of course, 
possiblethat an organization of companies 
may go too far and do injustice in particu- 
lar instances, but we do not believe that 
injustice of this nature can permanently 
prevail, especially in view of the fact that 
the self-interest of the agents is con- 
stantly we’ding them together in stronger 
bonds of union. 

We do not, however, undertake alone to 
interpret the purposes of the Eastern Un- 
ion. The manager of a prominent com- 
pany, who is qualified to speak on the 
question, has the following to say: 

“While I cannot pretend to speak for 
the Union I do not believe that that body 
proposes to dictate to the Buffalo board 
or anv other organization, its sole idea 
being, as I understand !ts policy, to keep 
in touch with things and to see, in a su- 
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pervisory way, that organizations to 
which presumably companies members of 
the Union furnish the larger pa.t of ihe 
I have 
never regarded the movement in Buffalo 
as meaning anything more than a desire 
on the part of the larger companies to see 
that their interests are properly con- 
served. I do not believe that the Union 
purposes to interfere with any local or 
field organization that is conducting its 


sinews of war, Go effective work. 


work in a satisfactory way. Any one 
brought into daily contact with the many 
instances of giaiing rat> inconsistencie;, 
irregularities in rules and methods, must 
recognize the urgent need of the compan- 
ics taking a hand in th2 rating situation, 
not for the purpose of dispossessing the 
local agents cf their powers, but simply 
as advisors and counsellers to the end 
that greater consistency may prevail in 
rates, rules and forms.” 





THE LABOR UNION IN FIRE INSURANCE. 


| From the Monitor of New York.] 


the headline from some of 
It expresses the idea 
which is strongly impressed on some in 
the fire insurance fraternity, and which, 
at times, has been openly expressed, that 
the National Association of Fire Insur- 
ance Agents is but a thinly disguised com- 
bination 


We borrow 
our contemporaries. 


on the lines of labor unions, 
with the coercion of the companies in the 
interest of the local agent as its real ob- 
ject. It 
lieved that this was foreign to the inten- 
tion of its ruling spirits, that the Monitor 
has given such cordial support to this as- 
sociation. Selfish motives prompt to 
membership in this and all other business 
This is a fact weil under- 
The local agent joins for the suke 
of his business interests. He is not in it 
for charity, or for health. But it does not 
follow that those interests lie along the 


lines of labor unions. The agent is a work- 


is because we have always be- 


organizations. 
stood. 


er, but he is not, in the sense of the me- 


chanic, a laborer. His work is not like 


the latter, of a 
direction of a boss. 


routine character, unde? 
His position is that 
of the independent business man repre- 
senting his principal in a field, 
and vested with the discretionary power 
to bind it by The 


one of trust and confidence, 


distant 


relation is 
not that of 
servitude. 


contract. 


voluntary and 


It is this affiliation of interests, not the 


temporary 


arising between employer 
and. employed, which 
as. the basis of this movement, and a rea 
son why it should not be alloweil to de- 


generate 


antagonism 
we have regarded 


into a labor union. No local 


agent who appreciates the responsib!lities 
of his position as an independent business 
man, as well as trustee for the interests 
placed in his charge, will knowingly con- 
sent to be enrolled as a member of any 
organization designed to reduce him to 
the position of an employee whose inter- 
ests are hostile to those of his employer. 
Any such attitude would not only be in- 
consistent with, but a degradation of, his 
business position. 

But, apart from this, the very attempts 
to convert the association 
union would mean 


into a labor 
We do not, 
for a moment, believe that any successful 
combination of agents for such 
pose could be formed. 


its ruin. 


a pur- 
A monopoly in the 
agency field would be a business impossi- 
bility. Even the limited as 
they are in numbers, cannot permanently 
Net 
even the few trunk lines have been able by 
voluntary agreement to keep inviolate a 
tariff compact. With the great business 
worid to draw from, for local representa- 
tives, there can be no successful monopoly 
established by existing agents. 

The value of this association is 1n the 
effective work which can be done hy it in 
vromoting the interests of fire insurance, 
and thus incidentally benefitting the agent 
himself. As a business man and a citizen, 
ijentified with his town, the local agent, 
when co-operating with his fellows, is the 
most prtent instrumentality which the 
companies can secure for correcting -the 
evils which beset their business. This is 
why we have championed the association 


companies, 


combine to maintain paying rates. 





NEW LIFE INSURANCE COMPANIES. 





Shall Special Privileges Be Granted — Economic Aspects of Competition —The Policy of the 
State — Safety the First Concern in Life Insurance. 





The past few years have witnessed the 
launching of several new life insurance 
companies, particularly in the South and 
West. These new companies have, in all 
cases, we believe, elected to issue all the 
regular forms of policies placed on the 
market by the standard companies, ex- 
cept that during the first year it is pro- 
posed to make use of the reserve to cover 
expenses, 

A leading western insurance paper makes 
this statement: “The newer western com- 
panies must use term 
plan.” We presume it is meant that eco- 
nomic conditons 


the preliminary 
make it necessary for 
new companies to use the preliminary 
term plan; at any rate, we desire to dis- 
cuss it from that point of view. 

Where a new company uses the reserve 
during the first year for expenses, it is 
financially weaker than a new company 
which does not use its reserves for this 
purpose. This is an axiomatic statement 
which does not If a 
new company elects to do business with- 


need explanation. 


out using the preliminary 
must begin business with a liberal work- 


term plan, it 


ing capital in order to establish its plant. 
Economic conditions 
itself financially strong in 
surplus funds at the start. 
preliminary term plan, instead of putting 
up this liberal surplus, it 
makes itself financially weaker. 

The economic question involved is 
whether it is best and safest for the com- 
munity, or necessary for its interests, 
that new companies should begin business 
on a basis less secure financially than if 
they were not permitted to use the first 
year’s reserve for expenses. 

The question must be judged, if we are 
to judge it at all intelligently or fairly, 
from the standpoint of the public, and 
not from the standpoint of the organizers 
or promoters of new insurance companies. 
It is quite natural that men of ambition, 
intelligence and capacity should desire 10 
establish new enterprises: that they 
should desire to do so under the most fav- 
orable conditions, and obtain all the ad- 


compel it to make 


capital and 
If it uses the 


capital and 


vantages which they can in competition. 
If they can do this by risking less capital 
under one plan than they would under an- 
other, it is natural that they should select 
the plan which will require the least in- 
vestment of capital. 

We may recognize all these conditions 
and sympathize with those believe 
that they possess the capacity to organize 


who 
successfully new life insurance compan- 
ies; but it is not from their point of view 
that the question can be considered in its 
effect upon public interest. The interests 
of a group of private citizens cannot be 
weighed in the balance against the inter- 
of the entire community. 


et Se Ss 


ests 


Public Demand for New Companies. 


Tne only ground upon which we can 
justify the starting of a new life insur- 
ance company is public demand. No new 
life insurance company can create a 
real public demand unless it is able to 
furnish better or cheaper life insurance 
than established companies, or at least, 
life insurance which is just as good. Or, 
if it does not do this at the start, that it 
furnishes exceptional promise of doing so 
in the near future. 

It is claimed by 
company cannot be started under present 
without the preliminary term 
valuation. We do not believe this is true. 
When there is a demand on the part of 
the patrons of life insurance for a new 


it can be successfully 


some that a mutual 


conditions 


mutual company, 
started without the use of the prelimin- 
ary term valuation. New competition in 
life insurance ought to be regulated by 
supply and demand; not by the desire of 
promoters who wish to engage in the 
business without meeting sound require- 
ments. If people who control capital de- 
sire to start a company there is no rea- 
son why they should not put up sufficient 
funds to conduct the business upon sound 
principles. Are they entitled to special 
privileges in the matter of valuation? And 


if so, upon what ground? Surely not be- 
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cause tney—the promoters—cannot otne- 
wise uo pusiness. 

but li 10 Were true that no new company 
could establisn ltseiL without a preimun- 
ary term valuation,—wnaicn means a weak- 
ening OL [ne securily,—tnhis 1s not a good 
reason woy special privueges snouid pe 
extenued. We mignt Say taat no new i1n- 


Surance journal could start iL it were 
obliged to pay its printers’ bills tor the 
first year, or that it would be impossible 
to establish a new grocery unless the 
stock in trade tor tne first year couid be 
‘rhose or us wno 


obtained tor nothing. 


aesire to start new insurance journais 
course like to ao business tne 
first year without paying printers’ bills, 
but we weil Know that the conditions of 
the 


capital until the business 


would oc 


investment of 
is established 
We do not know 


competition require 

upon a paying basis. 
why we should apply any different rule 
to life insurance; why there should be any 
special exemption for new corporations. 
On the contrary, life insurance—the great- 
fiduciary trust 
should be the last to enjoy special privi- 
leges for the purpose of encouraging new 
competition. If capital is required to do 
the business it should be put up just as 
it is in every other kind of undertaking. 
It is, as we have said, true that it 
would require a large capital to start a 
life insurance company, pay the current 
rates of commission and at the same time 
set aside the necessary reserve. But is 
it not a good thing that the conditions re- 
quire this large investment of capital? 
The first requisite in life 
safety, financial security, and it seems to 
us that one purpose of the state, in requir- 
ing a reserve during the first year, is to 
make life insurance secure. If the state 
interest in the business of life 
is to make it safe, not to 
create more competition. Should the state 
make it as easy to start a life insurance 
company as to set up a corner peanut 
stand? On the contrary, should not the 
conditions of organization be more exact- 
ing than for any other commercial enter- 


est reposed in man— 


insurance is 


has any 
insurance it 


prise? 
xs Se Ss 


Commercial and Ethical Phases. 
Competition to be commercially fair 


Insurance Ecncmi:s 


must be equai. A new ike insurauce cul- 
pany, in using the preliminary term valu- 
tion, has an 


inmeyual auyaNlage UVe. Its 


competitors, on advantage waicn is Op- 
tained only 2C the expense Of unaucial in- 
A-e the best interests or the 
public served by aliowing new competi- 
tion to be established upon this basis, or 
would they be better served if the cuondi- 
tions imposed were: No special privileges 
but strict equality. If the promoters of 
new companies have not sumicient conn- 


security. 


dence in the ultimate ability of tne en- 
terprise to turnish as gooa or better in- 
Surance than can be purchased elsewiece, 
to put up the capital which is necessary, 
then is it not clear that there is no eco- 
nomic demand for such companies? 
There 
volved. 


is also an ethical question in- 
ln purchasing a policy from a 
new company containing a preliminary 
term clause, the untutored purchaser sup- 
poses it to be precisely similar in charac- 
ter to the policies issued by established 
companies. Is it morally right to sell, or 
offer for sale, a contract for which there 
is no public demand and which cannot be 
sold to the policy-holder without deceiving 
him as to the actual facts? 
pany which must establish its business 
by practising deception likely to obtain 
and to hold public confidence, and .is it, 
as a matter of fact, doing its business 
upon a system which is ethically and 
commercially sound? 

It is with 
upon to discourage the efforts of those 
who are trying to start new enterprises— 
for we have a warm, personal interest 
“in some—or to criticize their plans of do- 
ing business; but we believe they 
making a mistake and, at the inception of 
indulging in practices 
which will prevent permanent success. A 


Is a com- 


regret that we feel called 


are 


these enterprises, 


quarter of a century ago there were many 
who spoke against assessment insurance 
and few who heeded. Were those pro- 
phecies true or not? Shall we of today 
say, “After us the deluge,” or shall 
stand and prophesy according to 
truth—perhaps without avail. 

Just one word more to the promoters 
of new companies: 

It is an interesting fact that no legal re- 
life company started 


we 
the 


serve insurance 
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since 1875 has met with marked success, 
and this is frequently cited as evidence 
that state standards of reserve effectually 
prevent a new company from obtaining a 
foothold. We cannot agree with this. If 
there were a demand for new companies, 
we should have them. If the existing com- 
panies were not able to furnish all the in- 
surance needed, at rates as low or lower 
than new companies 
should see plenty of companies organized, 
backed by a sufficient capital and man- 
aged by underwriters of the highest tal- 
ent. The fact is, however, that life in- 
surance today not only meets all the de- 
mands of the public, but furnishes ample 


would charge, we 


field for the exercise of underwriting ge- 
nius. The opportunities in life insurance 
for a man of talent and energy are un- 
They are not excelled in 


limited. any 


ADVANCE STEP IN WEEKLY 


Weekly premium life that 
system of p.otection against death which 
adopts itself to the needs of the indus- 
triat classes, offers one of the most inter- 


insurance, 


esting probiems in modern sociology. It :s, 


in its truest sense, life insurance at retail, 
and for tasis reason its cost is compara- 
tive:y great. 

This fact has lead the compani:s dcinz 
bus.ness on the weekly premium plan to 
strain every nerve to reduce the expense 
of conducting the business to a minimum. 
In fact, they have been compelled to do 
this by competition, as well as a due re- 
gard for public policy. Th2 great bulk cf 
the business is cone todjJay by thie2 com- 
panies, the Prudential of Newark, the 
Metropolitan of New York and the John 
Hancock Mutual of Boston. 

The cevelopment of th? latter as a local 
institution has been of particular interest 
to the citizens of Massachusetts. This 
company began its weekly premium busi- 
ness in 18:9. It has always sought t» de- 
velop this branch of life insurance along 
conservative lines. But during the past 
five years in particular the company has 
been endeavoring’ to work out the prob‘em 
of weekly premium insurance upon a 
scientific plan, which will not only reduce 
expenses but at the same time increase 


other profession. In all departinents of 
the business the door is constantly open 
to those who have within them the power 
to succeed. And so long as this condition 
lasts there will be no economic demand 
for increased competition in the shape of 
new companies. So long as existing com- 
panies can supply 
provide avenues of advancement for men 
of ability, there is absolutely no need for 
When they 
to meet these demands, or when under- 


public demands and 


new companies. are unable 
writers of ability find themselves shut out 
from the rewards to which they are just- 
ly entitled, we shall then see the organi- 
zation of new companies which will be 
amply equipped to meet all the exacting 
conditions of competition and to win fa- 
vor and success in the eyes of the insur- 


ing public. 


PREMIUM LIFE INSURANCE. 


the benefits to policy holders and also re- 
duce the cost of insurance to them. 
Duiing that period its bus.n-ss has been 
thoroughly classified and examined and as 
a result the company feels that it is today 
in a position where it can safely take an 
advance] stand in respect to its po-icy- 
holders. At a meeting of the directors 
he:d January 13, it was voted that here- 
after dividends be declared and paid an- 
nually upon all weekly premium po‘ic es 
which have been in force for five years, 
and that the rate of dividends heretofore 
paid be doubled; also that at age 75, all 
policies which have been in force for 15 
years become paid up for the rest of life. 
Until this action was taken the John 
Hancock declared its dividends to weekly- 
premium yolicy-holders once in every five 
years. Up to January 1 the rate paid was 
10 weekly premiums; that is to say, two 
per annum. Under the new action, roli- 
cies entitled to dividends receive 
an abatement of four weekly premiums 
each year, which means the return o2f 
several hundred thousand dollars per 
annum to weekly premium policy-holders. 
The president of the company in making 
the announcement of its plans, stat2s that 
these changes are the most radical and 
liberal ever made by a weekly premium 


will 
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company; that they are without parallel 
in the business. He claims that the rate 
of dividend established is not even ap- 
proached by any other company doing this 
form of business, and that the John Han- 
cock is now the only company which pays 
annual dividends to its weekly premium 
policy-holders. 

The officers of the company be ieve that 
the immediate results of this departure 
upon the company’s business will be most 
favorable and that the system of manage- 
ment now pursued will, in 
warrant even greater 
treatment 

The weekly premium 
life insurance has had an effect upon the 
material prosperity of the country wh‘ch 
cannot be over-estimated. It has brought 
protection within the reach of every 
family which is not reduced to pau-er 
ism. It has inculecated thrift and the 
faculty of whith 
savings banks were never able t) accom- 
plish. It has supplemented and enlarged 
the work of savings institutions. In fact, 
the increase in weekly premium insurance 
and savings binks deposits has been’ al- 
most simultaneous. 


the future, 
liberality in the 
of po'icy-holders. 


introduction of 


saving to a degree 


Like all forms of life insurance, the sys- 
tem of collecting weekly premiums w1s 
in its early stages of development sub- 
jected to prejudiced criticism. When an- 

life first 
this first 


premium insurance was 


the 


nual 


cultivated in country, in 


Insurance Economics 
half of the 19th century, public oyinion for 
a long time regarded it as an immceral 
business. But this narrow view was soon 
broken down, and the busincss siands to- 
day as one of the pronounced evidences of 
an enlightened civilization. 

In the same way the prejudice against 
weekly premium has be:n 
and today among its 


insurance 
rapidly diss:pated, 
warmest advocates are those who in the 
past have conceived erroneous; vi2ws con- 
cerning its purposes and its 1e:u'ts. 
The effect of weekly premium insurance 
upon the community as a whole is d2- 
mcn:trably benefcial. Like every other 
business it has been subjected to the laws 
of evolution and improvement. Progress 
in weekly premium insurance, especially 
during the past years, been 
made with exceeding rapidity. The stage 
of experimentation is the 
compan‘es now have a more comprehen- 


few has 


passing and 


sive understanding of the business, in all 
its details, and are able to effect changes 
and adopt economies never before pos- 
sible. The management of the leading 
companies being, as they are, of an in- 
telligent character, are not only disposed 
to transact their weekly premium busi- 
ness at the lowest possib'e cost to their 
policy-holders, but beyond this they are 
farsighted enough to see that a wise pub- 
lic policy demands at all times an equit- 
able and economical administration. 
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Uniform Life Insurance Blank. 

A committee of insurance commission- 
ers have just completed a draft of a new 
life insurance blank which, if adopted by 
the convention of 
fall, 
differences shown in the several state re- 
ports, and at the same time relieve the 


commissioners next 


will remove many of the annoying 


companies of much unnecessary labor in 
netting the 
departments. 

The 
been the 
The 
Was organized in 


varied requirements of the 


lack of uniformity in blanks has 
subject of constant agitation. 
annual commissioners convention 
1871, primarily for the 
purpose of securing uniformity in 
tice between the departments. 
One of its first acts was to appoint a 
committee on blanks whose recommenda- 
tions were adopted by the convention in 
1875. Many of the departments adopted 
this blank but not all. 

The diversity of requirements has been 


prac- 
various 


constantly growing greater until the dif- 
ference between the reports to some of 
the states has become so marked as to 
eall for radical action. It was not, how- 


ever, until the convention of insurance 
commissioners at Buffalo in 1901 that any 
systematic attempt was made to change 
the existing confusion. At that conven- 
tion upon the initiative of the Massachu- 
setts insurance department, a resolution 
was adopted 
on blanks to devise a uniform blank which 
could be used by all the departments. It 
was recommended further that when such 
a blank was prepared and adopted by the 
convention it should be used by all depart- 
ments except where the law prevented. 

Since the convention the committee on 
blanks has held two meetings and thor- 
oughly canvassed the situation, consider- 
ing carefully all the differences in the 
recognizing 


instructing the commiitee 


numerous 
that a compromise was essential in order 


requirements and 


to bring about harmonious conditions. 
‘The committee has handled the matter in 


a most intelligent and fair-minded way. 


The completed results which have just 
been given to the public, will, we believe, 
prove most satisfying as a whole to life 
insurance interests, not opiy to tae com- 
panies but to the supervising departments 
as well. . 

The main points of difference, that is, 
which have 
most discussion, are (1) the question >37f£ 


those features excited the 
deferred dividends; (2) paid for business; 


(3) deductions from uncollected premi- 
ums; 
The 


ments in respect to these items has been 


(4) the gain and loss exhibit. 
practices of the various depart- 
so varied as to render the comparative 
statements of the companies to ‘tthe dif- 
ferent 
gible. 


departments somewhat unintelli- 
has 


been to give fair and impartial considera- 


The aim of the committee 
tion to all these differences and not to be 
ruled by preconceived notions or to in- 
Sist that the ideas of any particular in- 
surance department shall prevail. 

ss Ss SM 


Treatment of Deferred Dividends. 

Upon the matter of deferred dividends, 
the committee has practically adopted the 
system now used by the New York Life, 
the Northwestern, the Penn Mutual ant 
the Home in the repcrts made to all de 
partments. Its rulings also conform in 
a large measure, to the requirements of 
the Connecticut insurance department in 
respect to all companies. 

The new blank, as it is prepared for 
publication provides for a balance sheet, 
from which the item of surplus pure and 
and the liabilities 
are made to balance the assets dollar for 
dollar. What has heretofore been under- 
stood as surplus,—that is to say, the funds 
in hand above all legal 


comprised in the following items: 


simple is eliminated, 


liabilities,—as 


Dividends apportioned during 1908. 

Dividends apportioned payable to policy- 
holders 1903. 
amounts separately for years in classes.) 

Unassigned funcs. (Surplus.) 


subsequent’ to (Give 
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We believe that this method of account- 
ing for the funds of a company is in ac- 
cordance with sound principles of life in 
We feel 
warranted in reproducing from the Feb- 
ruary 1900 
omics’”’ the subjoined comment as 
ing upon the matter. 


surance and also of public policy. 


“Insurance Econ- 
bear- 
We do so because it 
is a source of satisfaction to us to feel that 
at that time we took a position upon the 
matter which has since been justified by 
the development of public opinion in life 
insurance: 


number of 


FF 
Why Funds Should be Separated. 

‘The New York Life’s system of pub- 
lishing its accounts will commend itself 
to the impartial critic. as perhaps the 
most complete and perfect yet presented, 
because it enables the policy-holder to 
judge most accurately of the company’s 
progress and financial standing. 

“The separation of the deferred dividend 
fund and its pledge as a liability, is an 
advanced 
strongly commended and urged upon the 


reform which cannot be _ too 
attention of other companies which have 
not yet conformed to the plan. It is tru» 
that in competition much stress has been 
laid upon the exhibition of large surplus 
funds that this been 
urged as a source of addit'onal strengt4; 
but until these funds are properly sep.i- 
rated and frankly shown in their true re- 


and feature has 


lation to the company’s resources, a neces- 
reform will be neglected, and the 
companies resisting the change will suffer 
in consequence. The technical aspects of 


considering; 


sary 


the case are hardly worth 
that is to say, it is not essential to deter- 
whether the accumulate surplus on 


actually 4 


mine 
deferred dividend 
liability or not. A rational 
question warrants the conclusion that for 
practical purposes they 
clared, and that there is a distinct advan- 


policies is 
view of the 
may be so de- 
tage in so doing. The larger interests of 
the company in its relations to its policy- 
holders and to the public will be advanced 
by a frank and undisguised presentation 
of the funds which it has privately deter- 
mined to belong to the holders of accumu- 
lation policies. The competitive advan- 
tageof alarge surplusexhibit is more than 
neutralized by the 


criticism to which a 


company concealing its deferred dividend 
funds is constantly subjected. It has 
Seemed to those interested in the highest 
welfare of life that it was 
needful for some company, whose interests 
would be widely affected, to take the step 
toward reform. The New York Life has 
with signal courage blazed the way. The 
hope is expressed that this company will 
not long claim the exclusive advantage in 
public esteem which it has thus acquired.” 


insurance 


The method of accounting recommended 
by the committee on blanks does not and 
cannot change the situation in respect to 
the actual legal liabilities of the company, 
but it does offer a more rational method 
of presenting the funds of the company 
in excess of legal liabilities and represents, 
we believe, a reform which will not only 
prove a benefit to the business as a whole, 
but to each and every individual company 
therein. The 
strength of company is in 
presenting 


engaged actual financial 


each nowise 
impaired by this 
Its funds in excess of legal lia- 
whatever purpose they miy 
have been intended, whether to pay d-vi- 
dends in the future cr to provide a mar- 
gin for contingences, will remain the same. 
While the New York was not the 
pioneer company in miking a separation 
of its surplus funds, the Northwestern 
Mutu?1 ho ding this title, yet it has un- 
than other 


method of 
accounts. 
bilities, for 


Life 


questionably done more any 
company to bring ab ut this refcrm. 


SS & Ss 


Cash Paid Business. 

The committee has hit ve:y 
happy to settle the disputed 
question as to whether companies shall re- 
port business written, or only that upon 
which the first premium has been received 
is to require ea h 
the different state 


upon a 
expedient 


in cash. Its decision 
company to report to 
departments upon both bases, a solution 
of the question which ought to satisfy all 
interests The annual 
statements of the companies made to the 
different departments certainly should not 


in life insurance. 


eliminate the possible outstanding liabi- 
lity of the compan‘es on account of busi- 
paid for. At the 
same time, it is desirable to know in the 
case of each company what p‘oportion cf 


ness written but not 
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its business written is paid for and what 
is not. 

In 1espect to deductions for uncollected 
premiums, the system for many years in 
vogue in Massachusetts has been recom- 
mended; that is to say, to deduct from the 
premiums the amount of the loading, 
renewal premi- 

credit 

offset 
against 


whether they be new or 
ams, thus giving the company 
only for net 
against the 
them on this account. In some of 
the other departments the system 
in vogue has been t6 permit the companies 
to deduct trom uncollected premiums the 
which aver- 


premiums as an 


reserve charged 


so-called ‘cost of collection,” 
aged about 50 per cent. in the case of new 
business and 5 per cent. in the case of 
renewals; whereas, in Massachusetts, the 
plan is to deduct uniformly 20 per cent. 
from the outstanding p:emiums. 


ee SF 


Gain and Loss Exhibit. 

In the matter of gain and loss exhibit 
the committee felt, in view of the fact that 
the convention of insurance commiss:on- 
ers had voted to eliminate this exhib t, 
that it was under no obligations to con- 
sider the matter. The blank pre- 
pared, therefore, dces not contain a gain 
and loss exhibit. 

The insurance department of Connecti- 
cut is, we believe, the only department 
which is requirirg this exhibit from the 
fact that the 
met 


new 


view of the 
committee on blanks 
the views of the Connecticut department 
in respect to deferred dividends and cash 
paid busine:s it is considered not impr ob- 
able that the department may see its way 
clear to eliminate the exhibit from its 
regular blank, and if it desires to do so to 
call for the returns upon a separate blank 
By this compromise it is hoped that the 
new blank may be acceptable to all of the 
ones at 


companes. In 
has virtually 


departments—to the important 
least,—and ‘that the much desired uni- 
formity will in the future prevail through- 
out the country. 

It seems to us that in view of the fatts 
the Connecticut department may _ well 
consider that it has gained enough to meet 
the representatives of other state depart- 
The Massachusetts de- 
which much of the 


ments half way. 


partment, upon 


responsibility for lack of uniformity has 
been placed (whether correctly or not) has 
certainly shown a disposition to yield upon 
dispute1 points in the interests of har- 
mony and uniformity of practice. 

The blank, as it now stands, has the 
approval of the following departments 
which were represented at the final meet- 
ing of the committee on blanks where the 
new exhibit was adopted:—Ohio, Minne- 
sota, Maine, New York, and Massachu 
setts. 


eS 


Connecticut on Deferred Dividends. 


The life insurance blanks, as sent out 
by the Connecticut insurance department 
for 1902, provide that appor- 
tioned to be set aside as payable in the 
future shall be liability. 
This requirement imposed by the Conne2- 
ticut department 
a breezy controversy between the 
department and two of the companies in- 
terested,—the Mutual and the Equitable. 
The matter remained in an _ unsettled 
stat> at the time the department’s re- 
port for 1901 was published. 


dividends 


charged as a 


last year, resulted in 


quite 


It is now un- 
derstood that Commissioner Schofield pro- 
poses to take up the 
antic_pat'ng that he will obtain from the 
companies interested a statement as to 
their dividend which 
he proposes to charge as a liability. 

The Mutual 
Life is that it does not do a tontine bus- 


question anew. 


deferred surplus, 


contention made by the 


inesss; that its surplus is not, and can- 
not, by the terms of the contract be ap- 
port’oned until the period 

dividend d‘stribution ar:ives,, 
dividend must be divided upon the con- 
tribution plan, in accordance with the ac- 
tual earnings of each po'icy. The com- 
pany hods that under these conditions 
the surplus held for future distribution 
cannot be apportioned or assigned to 
individual from ‘year to year, 
but must be held as unassigned funds un 
til the dividend is declared. With the Mu- 
tual Life there is no sub-division of the 
and de- 


namel for 
when tke 


policies 


surplus funds between annual 
ferred dividend policies. 

In the case of the Equitable there is 
such a sub-division, but the position: of 
the company is that this does not make 


one portion of its surplus a liability any 
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more than another. It contends that if 
the surplus accumulated upon deferred 
dividend policies is charged as a liabil- 
ity, it cannot be used as a contingent 
fund, and that the surplus accumulations 
upon dividend policies would, 
therefore, bear all the burden of contin- 
gent loss. Tais, it holds, is not an equal 
apportionment of burdens in a company 
conducted upon the mutual pian. It tur- 
ther contends that surplus accumula- 
tions on deferred dividend policies are not 
in any sense a legal liability, and that the 
commissioner of Connecticut cannot le- 
gally charge them such. 

It seems to us that Commissioner &cho- 
field has been mistaken in assuming that 
deferred could be 
charged to a company as a legal liability. 
Were he to take the position assumed 
by the committee on blanks of the Na- 
tional Convention, that 
the surplus funds of the company shall 
be separated, he would accomplish all 
that is desired without precipitating fur- 
Pub ic opinion, as well 
as the best interests of the companies, de- 
mand that the funds of life insurance 
companies, in excess of legal liabilities, 
be separated in order to more clearly con- 
vey th<ir exact function. Surplus is ac- 
cumulated both to pay dividends and to 
provide for contingencies. If the present 
accumulations on deferred dividend poli- 
cies were separately stated,—not as a lia- 
bility but as a special fund,—it would in 

their usefulness for any 
which might arise. 


& & & 


annual 


dividend surplus 


Commissioner’s 


ther controversy. 


nowise impair 


contingencies 


Massachusetts Valuation Fees. 

In the May, 1901, number of this maga- 
“There does not seem to Se 
any should 
longer continue to impose a valuation fee 
upon outside companies. If the state de- 
sires the protection to be secured by inde- 
pendent valuations, it should be willing to 
pay the cost. Massachusetts should dis- 
continue the collection of a valuation fee 
from outside companies not only because 
it imposes an unnecessary tax upon these 
but Massachusetts 
companies to additional burdens under re- 
Other states 


zine, we said: 


reason why Massachusetts 


companies, subjects 


taliatory laws. would not 


demand valuations of Massachusetts 
companies if no fees were attached there- 
to.” 

In his inaugural address delivered to 
the Massachusetts legislature, Governor 
Crane recommended that the valuation 
fees imposed upon outside companies be 
abated. He said: 

“The present condition touches the home 
life companies most nearly, which, in con- 
sequence of the retaliatory laws of other 
states, are compelled to pay to those 
states the fees for valuation of their poli- 
cies that have been charged here for simi- 
lar services to the companies of such 
states, but from which they would be re- 
lieved in many cases by reciprocal provis- 
ions in our own laws. This results in im- 
posing upon our home companies retalia- 
tory fees to an amount much in excess of 
that paid to the Massachusetts depart- 
ment for all its valuation work upon the 
entire list of companies transacting busi- 
This burden 
may be lightened to a considerable extent 


ness in the commonwealth. 


by remitting the valuation fees wpon the 
companies of those states having recipro- 
cal laws, retaining the charges only upon 
the others. 
mend would not reduce the income of the 


This change which I recom- 


department so far as to render it insuf- 
ficient and would affect a welcome relief 
to the home companies.” 


as Fe Ss 


Effect of the Proposal. 

The proposition advanced by Governor 
Crane has the support of the insurance de- 
partment and of the Massachusetts life 
If passed it will be 
immediately effective so far as New York 


insurance companies. 


and Connecticut are concerned and prob- 
able in the case of some of the other 
states. It is estimated that it will reduce 
the fees of the department about $12,000, 
but the remaining valuation fees, as well 
as the fees received from life insurance 
companies for agents’ licenses and other 
purposes, will still be quite largely in ex- 
cess of the cost of making the valuations, 
some $21,000. 

The suggested abatement of the fees 


does not mean that Massachusetts will. 
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in any respect, relinquish its independent 
valuation of the policies of outside com- 
panies. During the recent controversies 
about the Masachusetts insurance depart- 
ment it has frequently been charged that 
its independent system of valuation was 
maintained solely for the purpose of de- 
riving an income from the fees. 

The recommendation of the governor, 
however, shows that this is not true; that 
Massachusetts’ policy in regard to valua- 
tions is based upon more profound princi- 
ples than the mere desire to increase state 
revenues. The Massachusetts system of 
valuation is more complete and efficient 
than that in vogue in any other state. 
This is not due to the fact that other 
states are not equally competent to es- 
tablish such a system, but merely to the 
fact that they have not yet done so, and 
until this is done the traditional policy 
of the state in regard to valuations will 
doubtless be maintained. 


se 


Immediate Cause of the Action. 

The question of valuation fees was quite 
prominently brought to public attention 
last spring by the action of the insur- 
ance commissioner of Minnesota in noti- 
fying life insurance companies doing busi- 
ness in the state that hé would make in- 
dependent valuations of their policies, 
charging them at the rate of one cent per 
thousand. This action was taken to in- 
crease the revenue of the state. 

As a result of the protests which arose 
from the companies the commissioner de- 
cided he would not impose this indepen- 
dent valuation upon outside life insurance 
companies, except those from Massachu- 
setts. His position in respect to those 
companies was taken upon this ground: 
That if there were a Minnesota life insur- 
ance company which wished to do busi- 
ness in Massachusetts an independent val- 
uation would be demanded and a fee im- 
posed, and that under the retaliatory laws 
of Minnesota it was, therefore, incumbent 
upon the commissioner to impose this tax 
upon Massachusetts companies. 

If the governor’s 
passed the situation in Minnesota, so far 
as Massachusetts companies are 
cerned, will be relieved. The cost of an 


recommendation is 


con- 


independent valuation in Minnesota to the 
four Massachusetts companies doing busi- 
ness therein is about $5,000 per annum. 
In connection with this matter it is 
interesting to note that Massachusetts is 
today receiving about $700,000 per annum 
in taxes from insurance corporations to 
support the state. This is more than 10 
per cent. of the entire tax upon corpora- 
tions. It is probably the largest tax paid 
by any class of corporations with the ex- 
ception of railroads and banks. About 
$600,000 goes to the tax commissioner as 
a part of the general revenue of the state. 
Nearly $100,000 is paid to the state insur- 
ance department, but not more than one- 
half of this amount is actually used for 
the expense of that department. Thus 
the profit to the state from insurance in- 
terests is about $650,000 per annum. The 
is a special tax imposed 
which is 
not imposed upon any other class of in- 
If this fee 
on outside companies, all 


valuation fee 
upon life insurance companies 
surance corporations. is re- 
pealed classes 
of companies doing business in Massachu- 
setts will be upon precisely the same foot- 
ing, so far as taxation is concerned. 


st 
Higher Premium Reserves. 

The announcement just made by the 
Penn Mutual Life, to the effect that after 
May 1 all its new business will be written 
upon the American three per cent. table, 
is on? of many significant events of the 
past two or three years tending to show 
that the whole fabric of American life 
insurance is rapidly settling down upon 
a more conservative basis of interest &as- 
sumption. The recent action of the leg- 
islatures of Massachusetts and New York 
has practically resulted in placing the en- 
tire new business of the standard com- 
panies upon the American 3 1-2 per cent. 
basis. A number of companies, like the 
Penn Mutual, have vo-‘untarily gone to a 
three per cent. basis, thus anticipating 
state action. How soon ‘t may be before 
the states themselves will require the 3 
per cent. basis it is, of course, impossi- 
ble to say. We do not believe that it 
is a promis? of the near future. Under 
existirg conditions the 3 1-2 per cent. ba- 
sis of interest assumption is quite con- 


servative. Nevertheless, it is a sign that 
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the standard life insurance companies of 
the country place safety above everything 
else when they put their reserves upon 
a basis considerably more conservative 
than state requirements. 

The history of life insurance shows 
that during the period when failures were 
more common than today, these disasters 
were caused as much by inadequate in- 
terest assumptions as anything else. The 
lesson learned at that time was a severe 
one, but it was well learned. 
be said 
that American 
will fail 
rate of 
high. 

The reserve fund 
life insurance. 


It cannot 
today that there is 
life 
because they 


any danger 
insuranc? compan es 
have assumed a 
interest earning which is too 
is the 
The care and investment 
of this fund is a trust imposed which 
cannot be too carefully guarded. No ex- 
igency of the business, no matter how 
acute, should be allowed to interfere with 
the rigid application of 
to this fund. Companies which permit 
themselves to forget this vital truth make 
a serious, ani perhaps 
take. lhe confidence of 
in American life 
today is greater 
at any time 
care should 


backbone of 


scientific rules 


irreparable mis- 
‘the public 
insurance companies 
than it has been 
in the past. The utmost 
be taken that nothing oc- 
curs to impair this confidence or render 
an investment in a standard company any 
less secure than it now is. 


es se 


Commissioner’s Discretionary Powers. 


In the December number of “Insurance 


Economics” we stated that the valuation 
law of Massachusetts directed the insur- 
ance commissioner to make a valuation 
of the policies of life insurance compan- 
ies upon the American 3% per cent, table; 
that this table was a standard of valua- 
tion accepted by actuaries which provided 
for the valuation of ordinary life, limited 
payment, endowment and term policies; 
that under the law it rested with the com- 
missioner to determine to which of these 
classes the policies belonged for the pur- 
pose of valuation. We stated that in 
determining the character of policies the 
commissioner must follow the accepted 
rules of actuarial science, because “in the 
so-called whole life, limited payment and 
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endowment policies issued by American 
life insurance companies today there is 
no specific cause in the policies which 
designates them as belonging to any of 
these classes.” 

In connection with this statement our 
attention has been called, by a prelimi- 
nary term advocate, to the following pro- 
vision in the Massachusetts law: 

“No life insurance company transacting 
business under the provisions of this 
chapter shall issue a policy to a resideat 
of this commonwealth which does not 
bear in bold letters upon its face a plain 
description of the policy, so fully defining 
its character, including dividend per‘ods 
and other peculiarities, that the holder 
thereof shall not be liable to mistake the 
nature or scope of the contract.” 

It is suggested to us that this section 
of the law furnishes a rule by which the 
commissioner, without exercising his dis- 
cretion, can determine the classification 
of the policy. This interpretation of the 
section just quoted is, however, directly 
opposite to its clear intent and purpose. 
This law does not bind the commissioner 
to accept as an ordinary life policy a con- 
tract which an endowment 
policy. merely because the company may 
have stamped upon its face the words 
life... On the contrary, the 
particular purpose of the law is to pre- 
vent such a fraud, and to compel the com- 
pany to stamp upon the face of an en- 
dowment policy the exact terms which de- 
scribe it. 

In the case of the company which has 
appealed to the Massachusetts Supreme 
Court upon the question of preliminary 
term policies, there has never been issued, 
a policy of life 
insurance which is described on its face, 
as being a contract such as the company 
claims-it to be. It claims that its contract 
containing a preliminary term clause, is 
term insurance for one year followed by 
ordinary life; but it does not appear that 
this company has ever issued a po icy 
which bears “in bold letters upon its 
face a plain description of the policy so 
fully defining its character, including di- 
vidend periods and other peculiarities, 
that the holder thereof shall not be liabie 
to mistake the nature and scope of the 
contract.” 


is actually 


“ordinary 


so far as we know, 
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It is not the purpose or desire of the 
company in que:tion to have thes2 con- 
tracts sold to the insured as one-year- 
term and ordinary life, or to have them 
so designated in bo‘d letters upon their 
face Its purpose is to sel! them as ordi- 


nary life contracts, such as they actually 
are, and the insertion of the preliminary 
term clause is a subterfuge for the pur- 
pose of confiscating the reserve for ex- 
penses. 





FIRE 


Agents and Legislation. 


There is a feeling on the part of agents 
identified with the National and State as- 
sociations, that the companies do not ful- 
ly appreciate the work which they are 
performing in connection 
legislation, or if they 
that they show no outward signs of their 
feelings in this respect. 

There are grounds for 
One of the most striking facts in connec- 
tion with the development of the agency 
movement during the past two years has 
been its healthy influence upon state leg- 
islation. Another equally striking fact is 
that during that period no underwriting 
organization composed of companies has, 
by vote, recorded its recognition of this 


with adverse 
do appreciate it, 


this complaint. 


work. 

The legislative situation in fire 
ance today is vastly improved. This im- 
provement is due largely, if not primari- 
ly, to the organized agency movement. 
In some states the agency associations 
have not only secured the repeal or modi- 
fication of adverse but in 
many more instances have prevented the 
adoption of laws which would be detri- 
mental to the interests of fire insurance; 
in fact, the work of the agents in this 
respect has been mostly of a preventive 
For this reason the actual re- 
less striking 


insur- 


legislation, 


character. 
sults accomplished appear 
upon the surface. 

It will.be impossible to say how much 
additional adverse legislation would have 
been placed upon the statute books of the 
different states, during the past, two 
years, if the local agents had _ not, 
through their organizations, taken a hand 
in the situation. But it is perfectly safe 
to say that under other circumstances 
the amount of adverse legislation would 


have greatly increased. Instead of being 


so increased the tide of legislation run- 
ning against 
checked, if it has not already been turned 


the companies has been 
in the other direction. 

As stated a great deal of this work in 
connection with state legislation has been 
quietly performed by the agents, because 
it has been deemed good policy to carry 
on the campaign without publicity. Ina 
prominent southern state, at the last ses- 
sion of its legislature, a number of meas- 
ures extremely antagonistic to insurance 
interests were introduced in both houses. 
The chanceoftheir passage was imminent, 
The local agents took hold of the matter, 
and by hard and persistent work were able 
at the last moment to defeat the bills. It 
is anticipated that all of the measures 
then defeated will be reintroduced in the 
current session of the legislature, and the 
ground then covered will again have to be 
fought over. The agents, however, have 
faced the situation and prepared them- 
selves for the contest. They have for 
some time been quietly engaged in a cam- 
paign of education, and it is believed, by 
these most closely identified with the mat- 
ter, that they only succeed in 
controlling adverse but will 
be able to secure the repeal of bad laws 
now in force. 


will not 
legislation, 


SKS 
What Has Been Done. 


We cite this as but one 
stances tending to show the kind of work 
which local agents are engaged in on be- 
half of the general interests of the busi- 
ness. If the work of this kind among the 
various associations throughout the coun- 
try were summarized, it would doubtless 
be a revelation to the managers of insur- 
ance companies. It would probably show 
them that the legislative situation rests, 
in the hands of the local 


of many in- 


as a whole, 
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agents, and that agents are not only °n- 
titled to credit for what they have done 
in this direction, but also to a cordial and 
unstinted recognition on the part of com- 
pany organizations. 

There have been many misunderstan.i- 
ings between companies and agents in re- 
gard to legislation. Sometimes the agents 
have pulled one way and the companies 
another, but this condition is due almost 
wholly to the fact that there is not a 
common understanding between the two 
branches of the business as to the best 
kind of legislation to advocate. 

Such 
sirable but 
be secured by a conference between com- 
few 


an understanding is not only de- 


quite essential. It can only 
agents at which a 


the situation 


panies and gen- 


eral principles governing 
may be agreed upon. 
more than fair to local agents that they 
should receive full recognition for tie 
share which they have taken in the ‘m.- 


proved outlook on state legislation. 
es Fe SM 


An Objection to Separation. 
Within a short time this magazine re- 
ceived a communication from one of the 


foremost underwriters in the country 
in which the following comment on separ- 
ation is made: 

“If we look for the cause of our present 
trouble in agency representation, it is ap- 
that 


parent on the surface certain com- 


panies pay, and assert that they can af- 


ford to pay a higher rate of commission 
on a certain kind of business at premiums 
which companies generally assist in main- 
taining at an inordinately high figure, con- 
trary to reason and justice. The conser- 
have the 
namely to so 


vative companies remedy if 
they choose to exercise it, 
adjust rates on all classes of business that 
no one kind is preferred to another kind. 
This course, however, the companies will 
not take, and the 
sented to them, it seems to me, is to com- 


only alternative pre- 
pete with their opponents on the net rate 
instead of the gross rate. That is, to pay 
such a commission on preferred business 
as will bring the net return to the com- 
panies to a level with the net return upon 
other This, too, a 


certain class of our associates among the 


classes of business. 


It is, however, no. 


great companies refuse to do, and the 
trouble, therefore, is ever present, and 
will continue, under existing methods, 
to the end of time. 

“To bring about separation accomplish- 
es nothing if the rate be held up, as ap- 
parently it would be proposed by some to 
do co-existent with separation. The high 
commission companies would find their 
way to other and new agents quite able 
to transact without previous experience 
a business in preferred risks, adding to the 
already large army of agents, bringing 
additional into the field, 
and possibly inducing a war of rates in 


competitors 


the efforts made by companies to retain 
business now enjoyed. Then, again, there 
is the ill feeling engendered—the friction 
with agents having a long and agreeable 
with their companies—and, 
quit: likely, antagonistic legislation pro- 
moted by thoughtless men who consider 
themselves aggrieved, and in the end a 
still greater antagonism between the two 
classes of companies.” 
cs Fe 
Other Phases of the Question. 
It is true that 
trouble is the high rates of so-called pre- 
is this the whole of 


association 


one great source of 
ferred classes, but 
the trouble in mixed agencies? Is there 
not a selection in favor of the high com- 
mission company outside of the preferred 
risks? Furthermore, are not the preferred 
hazards changing from year to year as 
the fire waste varies and the rates made 
by agreement between Union and non- 


Union become readjusted on 
a higher or lower basis? 

Until scientific system of 
rating is adopted, such as Mr. Dean has 
suggested (the possibility of which is very 
far in the future) there are bound to exist 
certain. classes and certain risks which 
are preferred, and in a mixed agency the 
open commission company always 
make it a practice, in conjunction with 
the agent, to select these choice risks. 
How can Union companies protect them- 
selves against this competition except by 
separation? 

It is ethically right and practically 
sound to ask the agent to represent uni- 
form commission companies exclusively. 


companies 


a perfectly 


will 














It is true that this separation causes ill 
feeling among the agents and among the 
companies which are compelled to look 
elsewhere, but it is a question whether 
this antagonism is any more dangerous 
to the Union companies than the competi- 
tion of high commission companies in 
mixed agencies. 

In all probability, too, where the inter- 
ests of the two classes of companies are 
sharply differentiated, it will be easier to 
effect competitive agreements for mutual 
advantage. 

Furthermore, by the means of separa- 
tion the Union companies are likely to 
obtain better control of rates, and we be- 
lieve that under separation we shall prog- 
ress more rapidly towards equalization 
than if the division of responsibility for 
making rates were continued between 
both Union and non-Union companies. 

Preferred rates ought not to exist and 
separation ought not to be necessary, but 
the right of Union companies to protect 
themselves against competition by separ- 
ation is clear. The question is not, Has 
the agent a right to receive differential 
commissions? His right to receive all he 
can get for his services is undeniable. 
But the company also has a right to pay 
uniform commissions and to adopt any 
measure necessary to protect itself 
against the competition of open commis- 
sion companies. The agent has a right to 
decide what class of companies he will 
represent, and the only question for him 
to determine is where his future interest 
lies. All the virtue does not reside in so- 
called Union companies; sometimes quite 
the contrary. But this fact is true: Most 
of the best companies operate upon a 
uniform commission basis; those which 
do not are not in favor of open competi- 
tion except for themselves. As an 
agent, confronted with a choice, we 
should select. not on sentimental grounds, 
but as a practical business proposi- 
tion, that class of companies whose 
plan of business, as a whole, was likely 
to endure and win public confidence. : 


ec se . 


Arkansas Resident Agents’ Law. 
In 1901 the local fire insurance agents of 
Arkansas, after several unsuccessful at- 
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tempts, succeeded in passing a resident 
agency law. It was most exacting in its 
terms, which were as follows: 

“Section 1. Any fire insurance com- 
pany authorized to do business in the 
state is hereby prohibited from authoriz- 
ing or allowing any person, agent, firm 
or corporation, who is a non-resident of 
the state of Arkansas, to issue or cause to 
be issued any policy or policies of insur- 
ance or reinsurance on property located 
in the state of Arkansas. : 

“Section 2. Any person, agent, firm or 
corporation licensed by the auditor to act 
as a fire insurance agent in the state 
of Arkansas is hereby prohibited from 
paying directly or indirectly any commis- 
sion brokerage or any other valuable con- 
sideration on account of any policy or 
policies covering on property in the state 
of Arkansas to any person, agent, firm or 
corporation who is a non-resident of this 
state, or to any person, agent, firm or cor- 
poration not duly licensed by the auditor 
as a fire insurance agent.’’ 

Since the passage of the law it has been 
stated that some of the authorized com- 
panies were writing policies covering Ar- 
kansas property and sending them to their 
resident local or special agents to be 
signed, requesting that such local or spec- 
ial agents divide their commission with 
non-resident brokers. The insurance com- 
missioner of the state thereupon issued 
the following notification to fire insurance 
companies: 

“This department has no disposition to 
annoy the companies, but on the contrary, 
will gladly afford them every facility for 
the transaction of their business; but it 
will not tolerate any violation or evasion 
of the resident agents’ law. which it con- 
strues to mean that no company, general 
agent nor local agent has any right te 
pay any commission or brokerage, direct- 
ly or indirectly, to any non-resident agent 
or broker for insurance written on prop- 
erty located in this state. it matters not 
whether it be under specific policies cover- 
ing property in this state or under poll- 
cies written on schedules covering prop- 
erty in several states, including Arkansas. 

“This friendly warning is given you to 
save you possible trouble, because if this 
department should become convinced by 
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sufficiently strong circumstantial evidence 
that the law has been violated, the li- 
cense of the offending company or agent, 
or both, will be revoked, .pending investi- 
gation.”’ 

ee 
Scope of Legislation. 

It will thus be seen that the purpose of 
this law, as passed by the agents and as 
interpreted by the insurance department, 
is that all insurance placed upon prop- 
erty written in the state of Arkansas 
shall be handled by local agents and that 
the full commission thereon shall be re- 
ceived by The law, 
stops absolutely the operations of outside 
brokers in Arkansas, and as a protective 
will insure the handling of all 
the state by resident 
It is not only an offense for the 


them. if enforced, 


measure 
insurance within 
agents. 
companies 
under the Arkansas law, but is also an ot- 
fense for a resident agent to assist the 


to practice overhead writ:ng 


company in a technical evasion by sign- 
policy without receiving the full 
commission thereon. 

The Arkansas law is the only resident 
agency of its kind; that is to 
say, the only one which prohibits the 
agent as well as the company from en- 
gaging in overhead writing. The appar- 
ent difficulty in enforcing resident agency 
laws has been that the company desiring 
to do this business, is able to obtain from 


duly appointed resident agents, a number 


ing a 


measure 


of policies signed in blank, upon which 
the said 
policies being upon property in 
the state controlled by outside brokers. 


nominal commissions are paid, 
issued 
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Thus, the objects of the resident agea- 
cy laws are effectually defeated by co- 
operation between agents and companies. 
The Arkansas law is designed to prevent 
this co-operation. It is the only state 
which has passed this kind of a bill. In 
Georgia a measure has just been intro- 
duced, at the instance of local agents, 
which prohibits the signing of policies in 
blank. The introducer of the bill states 
that this part of the measure was drafted 
upon suggestions furnished by the Arkan- 
sas law. 

The 
much further than any 
agency law, inasmuch as it not only at- 
tempts to prohibit overhead writing on 
state lines, but on county lines also; that 
is to say, it proposes to prohibit a com- 
pany which maintains an agent in any 
county from issuing policies on any risk 
in that county except through the resi- 
dent county agent. 

Legislation designed to the 
agents of a state against outside competi- 
tion, naturally leads to an extension of 
the idea and a further limitation of com- 
petition to county lines. The argument 
in favor of a limitation of free trade be- 
yond state lines is equally effective in 
the case of county lines. The whole ten- 
dency of the agency field is not only to 
prevent overhead writing by the compan- 
ies, but by local agents as well. In other 
words, to so control and govern conditions 
that each agent shall write all the busi- 
ness within the territory for which he is 
appointed, and receive his full commission 
thereon. 


however, 
resident 


Georgia measure, goes 


other 


protect 

































































Mutual Reserve Will Again Be Examined By New York — Anomalous Position In 
Massachusetts— Conditions of Association’s Charter And Dewey Law in Conllict. 


At the request of the corporation the 
New York Insurance Department has be- 
gun an eXamination of the Mutual Re- 
serve Fund Lite Assuciatiun of New yYorx 
to determine its financial condition and to 
verify its annual statement to be made 
as on December 31., 1901. This exami- 
nat.on may be made for two puiposcs: 
First, to ascertain the association’s solven- 
cy under the assessment law, and secon,, 
to determine whether the association is 
in a c_ndition to qualify under the special 
act authorizing it to reincorporate on a 
legal reserve basis. 

For more than two years the officers of 
the Mutual Reze.ve Funi have c.aimd 
that it was their purpose to reincorpocaie 
as a legal reserve company. Last spring 
at the session of the New York Legisla- 
ture a special act was passed under which 
the association can reincorporate, with 
the privilege of a preliminary term va-ua- 
tion on new business, and a term valua- 
tion at attained age on all its old business 
continued upon the assessment plan. Tre 
association has not yet taken advantag:; 
of this law. Before it can obtain a cer- 
tificate to begin bus ness as a reinccr- 
porated company it will be necessary for 
it to demonstrate to the satisfaction of 
the New York Insurance Department that 
it has on hand sufficient assets to cover 
all the obligations it will assume as a 
legal reserve company, 

The Mutual Reserve Fund Life Asso- 
ciation occupies a singularly anomalous 
position in its transactions in New York 
state and Massachusetts. The situation 
seems to be that the association is doing 
an assessment business in New York, 
while in Massachusetts it is credited with 
being a strictly old line company. It 
also appears that there are radical differ- 
ences in the statements of financial con- 
dition as reported to New York and to 





Massachusetts. .A brief review of the cir- 
cumstances will explain the situation. 
On Dec, 31, 1898, the association reported 
to New York assets of $3,387,289, and to- 
tal liabilities (including reserves to 
cover future losses) of $2,000,000, of which 
$1,782,384 was comprised of unpaid claims. 
In the following May the New York in- 
surance department made a critical and 
exhaustive examination of the company 
and found its assets to be $3,293,067, and its 
liabilities (exclusive of reserves) $2,317,- 
560, of which $2,122,541 consisted of unpaid 


no 


claims, 

Seven months later on Dec. 31, 1899, the 
corporation to the New York 
insurance department assets of $2,729,170, 
and liabilities (including no reserve) of 
$1,761,059, of which $1,615,896 consisted of 
unpaid claims. One year later it reported 
assets of $2,910,095, an increase of $181,000, 
which increase was represented entirely 
in cash in hand claimed by the company. 
There was no increase in invested assets. 
The liabilities reported (including no re- 
serve) were $1,937,869, of which $1,825,128 
consisted of unpaid claims. 


se 


Record in Massachusetts. 

This is the record of the association as 
shown by its reports to the New York de- 
Its report made to Massachu- 
1898, corresponds practi- 


reported 


partment. 
setts, Dec. 31, 
cally to that made to the New York de- 
partment. During 1899 the Massachusetts 
legislature passed a law wiping out as- 
sessment life insurance in this state, un- 
der which assessment corporations were 
permitted to reorganize as legal reserve 
companies with the special privilege of a 
first year term valuation on new business, 
until Jan. 1, 1908, when the full reserve 
will be required of all these companies. 
The corporations included in the provi- 
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sions of the measure, commonly known as 
the Dewey law, were prohibited from is- 
suing policies in Massachusetts contain- 
ing a clause permitting them to assess 
policy-holders beyond the rate of premium 
charged; in other words, the contracts is- 
sued must provide for a fixed maximum 
guaranteed premium. 

Under the provisions of this act, the 
Mutual Reserve Fund began to issue poli- 
cies in Massachusetts without the safety 
reports to the 
insurance department upon a 


clause, and to make its 
legal re- 
serve basis as provided thereunder. In 
doing so it did not reincorporate as a level 
premium but continued to 


transact its business under its assessment 


company, 


charter, which prohibited the association 


from issuing a policy without a safety 


clause. Thus, for two years the corpora- 
tion has, to all apearances issued a con- 
tract in Massachusetts in violation of Nev 
York statutes. 

On Dec. 31, 1899, the Mutual 
made its first report to Massachusetts un- 
the Dewey This report shows 
assets of $3,530,862 against $2,729,170, as re- 
ported to New York, and liabilities of $2,- 
987,672 against $1,761,059 as reported to the 


Reserve 


der law. 


New York department. 

The marked differences in figures re- 
ported to the two departments are due to 
the fact that 
credit in Massachusetts for assets which 
the New York re- 
port and reported to Massachusetts a re- 
serve liability of $1,120,351, under its out- 


the association obtained 


were not included in 


standing contracts, not included in New 
York. Thus in respect to assets the 
Massachusetts statement showed an item 
which did not 
appear in the New York report, and also 


of $623,967 as policy liens, 


an item of uncollected and deferred pre- 
miums amounting to $178,676. 

Another interesting fact is that the cor- 
poration reported to Massachusetts as a 
liability the sum of $120,000, designated 
as “unpaid dividends of surplus due 
policy-holders,” not included in the New 
York report. 

On Dec. 31, 1900, the Mutual 
Fund reported to Massachusetts assets of 
$3,519,961 against $2,910,095, as reported to 
New York, a difference of $609,000. Its 
liabilities reported to Massachusetts were 


Reserve 


$2,787,825 against $1,937,869, a difference of 
$850,000. The difference in assets is due 
to the fact that the Massachusetts report 
contains an item of $45,118 loans to policy- 
holders, and $562,811 deferred and uncol- 
lected premiums, not included in the 
New York report. The difference in lia- 
bilities between the two reports is due to 
the fact that in Massachusetts the com- 
pany reported a liability of $800,000 repre- 
senting its reserve obligations upon con- 
tracts issued, and $51,000 of unpaid divi- 
dends, neither of which were included in 
New York. 
es Se SS 


Cause of Different Figures. 


The differences noted are due largely to 
the fact that the New York Department 
will not permit the Mutual Reserve Fund 
to report upon a legal reserve basis. The 
situation therefore is that the association 
reports a reserve liability of $800,000 in 
Mas:sachusetis, whie there is no charge 
for the same liability in New York. 

Why does the Mutual Reserve Fund re- 
port $51,000 liability in Massachusetts on 
account of dividends due, and not make 
a report of this same liability to New 
York? Why does it report $703,000 in un- 
collected and deferred premiums to Massa- 
chusetts and not obtain credit for this 
item in its New York report? Why does 
it report $45,000 in policy loans to Massa- 
chusetts and not obtain credit for this 
item as an asset in New York? 

The circumstances seem to show that 
the Mutual Reserve Fund Life Associa- 
tion is trying to be an assessment asso- 
ciation in New York and a legal reserve 
company in Massachusetts. It obtains 
credit in Massachusetts for being a full 
legal reserve company, its reports are 
printed with those of legal reserve com- 
panies, and it obtains all the prestige 
which such a classification must carry. 
Yet in its home state it is doing business 
purely as an assessment corporation, and 
assumes no obligations thereunder on ac- 
count of its legal reserve policies issued, 
in order to maintain its anomalous posi- 
tion in Massachusetts. It may be that 
the association has collected full old line 
premiums upon new business, but under 
its charter there is no obligation resting 
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upon it to set aside any of the funds so 
collected as a reserve to enable it to fulfill 
its obligations. 

The sitvaticn is singular and unucual 
and, it seems to us, demands the atten- 
tion and investigation of the New York 
Insurance Deparcment in the ccurse of its 
examination. 


Ss SF 
What Massachusetts Did. 


The Massachusetts department has al- 
ready taken cognizance of the situation. 
Two years ago it called the attention of 
the attorney-general to the fact that the 
Mutual Reserve 
in Massachusetts under the Dewey 
which did not permit it to make an as- 
sessment upon 


was issuing a contract 


law 
its policy-holders, which 
by the terms of its charter it was prohib- 
ited from doing. The attorney-general 
held that the association, under its char- 
ter, could not legally 
without a safety clause. 

The commissioner then asked for an 
opinion as to whether any duty rested 
upon him in the premises, to revoke the 
license of the company 
of Massachusetts 


issue a contract 


for a violation 
The attorney- 
general has had the matter under advise- 


laws. 


ment for two years, and in clearing up the 
business of his office before retiring to 
private life, has informed the commission- 
er that in his opinion no duty rests upon 
him in the premises to proceed against 
the corporation, that the circum- 
stances do not bring the case within the 
scope of those provisions which permit the 
commissioner to revoke the license of a 
foreign company. 

The commissioner’s liberty in respect to 
revoking licenses is by law limited to the 
following cases: 
lation of law; (3) refusal to submit to an 
examination. 

The report of the association made to 
Massachusetts, which the commissioner 


and 


(1) insolvency; (2) vio- 


has no means of verifying except through 
the New York insurance department, un- 
less he should 
examination, 


institute an 
shows the corporation to 
have a surplus in excess of its legal lia- 
bilities. The attorney-general decides 
that the corporation has not violated the 
laws of Massachusetts, the inference being 
that if any action is taken against the 
Mutual Reserve Fund for issuing an ille- 
gal contract it must take place in New 
York state. 

It is a question, however, whether the 
citizens of Massachusetts, who are takirg 
the legal reserve policies issued by the 
Mutual actually protected 
thereunder, because the department of the 
home state in which the corporation does 
business, imposes no 
it in regard to 
exercises no supervision or 
thereof. Unless the state of 
chusetts should go so far 
the comity 


independent 


Reserve, are 


requirement upon 
and 
oversight 
Massa- 
as to break 


between the 


those reserves, 


existing state 
departments, there is no means of know- 
ing whether the Mutual Reserve Fund ac- 
tually maintains the reserve on its old 
which it 

department. 


line policies reports to the 
Massachusetts Does’ the 
New York department certify 
to the figures of the Mutual Reserve as re- 
ported to the Massachusetts department, 
or does it in any respect certify to its 
solvency under the Dewey law? Unless 
the New York department does so certify 
there is clearly no obligation resting upon 
the Massachusetts department to observe 
state comity. 

Unless the New York Insurance Depart- 
ment can make an examination of tke 
associ: ticn to determ'ne wether it has 
sufficient assets to meet its liabilities un- 
der the Massachusetts law the examina- 
tion will afford no guide whatever to the 
Insurance Department of that State in 
respect to tke financial condition of this 
corporation. 


insurance 
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THE EXAMINATION OF 


The Massachusetts and Connecticut in- 
surance departments have just completed 
an eXamination of the financial condition 
of the Royal Arcanum, the leading frater- 
of the United States, having 
headquarters in the city of Boston. The 
examination made by the Massachusetts 
was at the request of the 
organization; that made by Connecticut 
was in pursuance of the purpose of the de- 
of to examine all 

fraternal societies operating 


nal order 


department 


partment that state 


secret or 
therein, and particularly to make an in- 
vestigation of the mortality experience in 
each case and the rates charged. 

Under the present law of this state the 
autho ity of the insurance department to 
examine a fraternal order is limited to a 
such examination. Further- 


request for 


more, upon such request, the investigation, 
by the nature of the statutes, must be con- 
fined to checking the companies’ assets, its 
income and disbursements and its liability 


on account of unpaid loss:s. Ther ‘s no 
standard of solvency established in Mass- 
achusetts for fraternal orders. No reserve 
is required to cover future losses, although 
the society now maintains a reserve fund 
of about $1,500,000. This fund, 


cannot be charged to the order as a lia- 


howev-r 
bility under the law, as in the case of old 
line companies. 

The report of the completed examination 
parts, that which 
both Massachusetts 


two in 
of 


participate, 


is divided into 
the departments 
and Conecticut and a sepa- 
rate report made by Connecticut in respect 
to the 


charged 


mortaiity experience and the rates 
the 
states that the average per capita tax upon 
each member for expenses is $4.50, whether 
the is $1,000 $3 000. the 
The salaries of th chief 
$1,000 $6,000. The 
financial condition of the order as of Nov. 


30, 1901, to be 


by order. The joint report 


sum insured or 

maximum limit. 

officers vary from to 
as follows: 

«see $6,557,042 
Disbursements, eoee 6,227,502 
Assets, 2,876,142 
Liabilities, unpaid claims,. 684,000 
Liabilities, -ll other ........ 1,000 

\s stated, there is no charge against the 


of The 


is shown 


Ineome, 


order on account its 1eserve. 


THE ROYAL 


ARCANUM. 


special repoit of the Connecticut depart- 
ment deals with this fund, which on Nov. 
31, amounted to $1,556,(54, deposited with 
the treasurer of Massachusetts. ‘The 
Royal Arcanum began to accumulate this 
reserve in 1898. During that year it de- 
posited $109,000 on account of reserve; in 
1899, $709,000; in 1900, $521,000, and for the 
eleven months in 1901, $226,000. The right 
to accumulate this reserve was obtained 
from the legislature, and the rates of the 
organization were sl'ghtly incieasel to 
provide for its accumulation. 

Actuary Hawley, who makes the report 
on behalf of the Connecticut department, 
states that the membership of the society 
on November 30, was 228,671, against 210,- 
074 the previous December. He says that 
there is some cause at work which has 
tended to decrease the annual contribu- 
tions to the reserve fund, notwithstanding 
the large increase of members. He 
points out that in 1899 with a membership 
of 193,868 the sum of $709,000 was trans- 
ferred to the emergency fund, while in 
1901, with a membership of 228,671 but 
$226,000 was transferred. In other words, 
the contribution in 1899 to the reserve fund 
was $1.31 while in 1901 it 
was but 38 cents per thousand. The aver- 
1899 was $3.66 and in 


per thousand, 


age per member in 
1901, 98 cents. 

Mr. Hawley states that increased mor- 
tality accounts for the diminution in the 
contributions to the reserve fund; that an 
investigation of the actual to expected ex- 
perience by the American table of mortai- 
21 40 the 
actual losses are within the expected. At 
age 41 the expected experience is exceeded. 


ity, shows that from ages to 


From that age up to 50 the experience is 
the table. 
the actual losses are in excess of the ex- 
As a whole, however, the actual 
experience for the year was 94 per cent, of 
the expected. 

He thus finds that in the 
cortribut‘ons to the reserve is due to in- 
creasing mortality in the older ages. An 
examination of the society’s charges shows 


within From age 51 to age 83 


pected. 


the decrease 


that the members at older ages are paying 
less than their share of the actual cost, 


‘while these at younger ages are payinzg 
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more. He thinks that the present rates 
are adequate and that a readjustment 
should be made at an early date, and says 
that the secretary of the Royal Arcanum 
informs him that steps are being taken 
to secure this readjustment and that the 
subject is being considered by a 
special committee. 

From the standpoint of the legal require- 
ments impo-ed upon the fraternal orders 
it may be said that, with the exception of 
the inequality pointed out by Mr. Hawley, 
the report shows the Royal Arcanum to 
be in good financial condition,—that is to 
say, in a position where it can afford rea- 


now 


ANNUITIES IN 


Considerable public attention in life in- 
surance has of late been directed to the 
This branch of 
the business is becoming a most import- 


question of annuities. 


ant one, and promises to be perhaps the 
marked feature of the future growth and 
development of life insurance in Ame ica. 

For many years annuity contracts have 
been extensively soli in England by both 
English and American companies, but it 
is only of late that the possibilities of 
annuity business in th’s country have 
been realized by those who are identificd 
with life insurance. This is due partly 
to the fact that the 
conservative 
paying reasonable rates of interest, and 
also to the fact that the confidence of the 
American public in the financial standing 
of first-class life insurance companies his 
become thoroughly grounded. Another 
explanation for the taking up of the an- 
nuitv business is the fact that competition 
in the sale of life insurance is very active, 
and the opportunity for those doing life 
insurance only is not so large as formerly. 


investing public is 


seeking more securities, 


Furthermore, by coupling the sale of an- 
with life policies, a 
much wider field of choice is presented to 
the investor. 


nuities insurance 
This combination adapts it- 
self readily to innumerable circumstancés 
and in fact. will enable the purchaser to 
provide for almost any contingency. 
The frrms of annuity which Amer'can 
life insurance companies offer are ex- 


tremelv varied The pure annuity stip 


sonably safe term insurance at an advanc- 
ing rate. We have, however, in previous 
numbers, pointed out the fact that similar 
insurance at the same cost can be pur- 
chased in old line companies which are 
obliged to maintain large res:rves und r 
the law and which are subject to severe 
governmental oversight. The Royal Ar- 
canum is undoubtedly the strongest and 
best managed of the fraternal orders in 
this country. At the same time, the ex- 
amination made does not afford any rea- 
sonable hope that the order can long con- 
tinue to supply adequate protect’on to its 
members at the present rate of assessment. 


LIFE INSURANCE 


ulates upon the deposit of a fixed sum, to 
pay amount per annum uatil 
the death of the purchaser. A deferred 
life annu.ty provides for the deposit of 
a stated sum, the payment of the annuity, 
not beginning until the expir- 
Thus, a man 


a certain 


however, 
ation of a number of years. 
at age 35 paying the sum of $5,140 in cash 
can purchase a deferred annuity of $1000, 
the first payment of which begins at age 
55, and continues until death. 
There is also what is called the 
life annuity, which is payable to two or 


joint 


more persons, but which ceases upon the 
death of any one of the persons named, 
continued to all 
death. This 
latter is called a successive life annuity 
Another form of solé 
a great deal is survivorship, in 
which the 
volved, and in which the annuity is not 
paid until the death of one of the persons, 
and is 
life-time of the survivor. 


or an annuity may be 


the persons named until 


annuity which is 
called 


lives of two persons are in- 


continued thereafter during the 
Arrangements 
can also be made to purchase a 
ary annuity for the purpose 
certain contingencies for a few years. 


tempor- 
of covering 
The annuity business 


opens up many 


possibilities to American life insurance 


companies. There is a form of deferred 
annuity which is not at present sold to 
is likely te 


This is a plan 


any great degree, but which 
become extremely popular. 
by which 
sum with the company each vear for a 


a person can deposit a fixed 
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stated period of years, as the premium 
of a iife insurance policy is deposited, 
and at the end of the period begin to 
receive an annuity for the balance of life. 
This is virtually old age insurance. Sev- 
eral of the companies now issue rates 
upon which this form of annuity can be 
purchased. A person at age 365 can, by 
paying annually $221 for twenty-five years, 
begin to receive at age 60 an annuity of 
$1000, which is payable until death. In 
the twenty-five years the total sum paid 
into the company would be $5,525. The 
returns to the annuitant would be there- 
after $1000 per year, and if he lived out 
the expectation of life at age 60, he would 
receive altogether $14,000 in annuities. 
In discussing the annuity proposition 
many people raise an objection to the 
purchase of a pure annuity on the ground 
that in the event of the death of the an 
nuitant, after a few annuities have been 
received, nothing accrues to the estate of 
the purchaser. To meet this condition a 


contract has been devised which com- 
bines annuity and life insurance features. 
This deposit 


With the company which obligates itself 


contract calls for a cash 


to pay a stated sum per annum, and in the 
event of death, to pay to the beneficiaries 
of the depositor that portion of the origi- 
nal deposit which has not been returned 
by the company in annual payments. 


Economics 


At age 45, the sum of $1,000 deposited 
with the company will purchase a pure 
annuity of $70.49 for the balance of life. 
Under the combined annuity and life in- 
surance contract above described, a de- 
posit of $1,000 at age 45 will purchase an 
annuity for life of $61.31. This difference 
in the amount of annuity is due to the 
life insurance risk involved. A part of 
the $1,000 deposited with the company is 
a single premium which covers the dim- 
inishing hazard to the company in the 
event of death. 

We believe that the annuity contracts 
now offered by American life insurance 
companies, will in a short time become 
extremely popular with the investing pub- 
lic and that life insurance agents will 
more and more engage in the sale of these 
contracts. It opens up immense possi- 
bilities for the companies and together 
with the increased sale of installment in- 
Surance means a vast increase in the 
responsibility imposed upon 
these corporations. This responsibility 
will become twofold, namely, to accumu- 
late by adequate premiums and careful 
administration sufficient funds to liqui- 
date life insurance contracts at maturity, 


financial 


and also, to handle and invest large sums 
held in trust to guarantee the payment 
of insurance and installments over a long 
period of years. 


Ge 
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Current Questions of Interest to Local Agents—Consequential Damage—Massachuset(s Fire 
Marshal—The Hartford Fire—Rating Situation—The National Association, 





The problem of consequential damage 
has finally been adjusted by a committee 
on conference composed of representatives 
of the leading rate-making bodies of the 
country, called together at the instance of 
the National Board of Fire Underwriters, 
The conclusion of this committee is ‘o 
cover the question by the use of two 
clauses; one to be attached to policies cov- 
ering merchandise or products artificially 
cooled, which exempts the companies from 
consequential damage caused by a chang» 
in temperature, due to the disablement of 
the cooling apparatus by fire or lighting. 
The other is a clause by which the com- 
panies may assume consequential damage, 
where they so desire, at a specified rate of 
premium. This last clause meets the 
wishes of those property owners who want 
insurance against consequential damage 
and also of those companies which are 
willing to assume this newly created liabi- 
lity. 

The question of consequential damage 
arose in connection with a loss on the Dold 
Packing Comp?ny of Kansas City. The 
building containing the refrigerating ap- 
paratus was destroved bv fire. The ware- 
houses, located some hundred feet distant, 
contained a large quantity of uncured 
meats. The destruction of the refrigerat- 
ing plant withdrew the temperature neces- 
sary to preservation and the meats were 
removed to.other plants. The insured pre- 
sented a claim to the comnanies for dam- 
age to the contents of the warehouses, 
as well es for the evpense ‘ncurred in, re- 
movins. The total claim so made was 
$141 000. 

The question of liability was submitted 
to two well-known °ftorneys and 2n ovin- 
ion was rendered by each that the com- 
panies shou’d vrav the loss. They hell 
that the fire was the “proximate cause” of 
the loss in the warehouse. 


This decision was severely criticised in 
underwriting circles. It was not denied 
that the fire was the “proximate cause” vf 
the loss,, but it was held that the standard 
fire insurance policy distinctly excluded 
liability for consequential damage under 
the following clause: 

“This company shall not be liable for 
loss occasioned by interruption to  busi- 
ness, manufacturincg processes or other- 
wise, beyond the actual value destroyed 
by fire.’’ 

In face of the decision it became ap- 
parent that a preceient had been estab- 
lished against fire insurance companies, 
covering an entirely new hazard not here- 
tofore contemplated in the fire insurance 
policy. In view of modern conditions of 
business it was recognized that a broad 
interpretation of liability for 
damage would impose many losses upon 


any such 


the companies not considered as coming 
within the scope of fire insurance. 

The matter was at once taken up in the 
Western Union and a clause was adopted 
by which the companies were specifically 
exempted from liability for any damage 
arising from the destruction of refrigerat- 
ing plants. This action was, however, 
crificised, because it recognized a liabi- 
lity for consequential damage, and by 
limiting this damage to certain specified 
cases left the companies unprotected 
from claims for consequential damage 
arising from all other sources. 

At a subsequent meeting the Union 
changed its legislation and adopted a 
clause insuring avainst conse yuvential 
damage in consideration of a special 
charge for this indemnitv. This action 
was not wholly satisfactory to insurance 
interests, but ws considerei a great im- 
provement on the or‘ginal clause. ‘mn the 
meantime, action of somewhat similar na- 
ture was taken in several of the large 
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cities by local boards, notably, Boston, 
New York, Chicago and buffalo. These 
clauses were not uniform, but were d2- 
signed to effect practically the same re- 
sults. Finally the National Board of Fire 
Underwriters took the matter up from the 
standpoint cf the companies who assumed 
the indemnity and its executive committee 
toox radical action thereon to the fo low- 
ing effect: 

“That the charge of an extra premium 
for consequential or indirect loss is a mat- 
ter of so far-reaching importance that it 
should not be includ:d in the ordinary 
contract or policy of insurance against 
fire but that where it is intended to as- 
sume liabilit. for indirect damage, a sepa- 
rate premium should be charged anl a 
This disposition of the matter is probably 
all companies would be enabled to ad, ust 
their direct fire losses separately, and 
without complicating such losses with 
questions of liability for indirect or con- 
sequential damage.”’ 


Insurance Economics 


‘Lhe tinal disposition of the matter, how- 
ever, makes it clear that the majority of 
company managers are willing to consider 
consequential damage: in connection with 
the regular torm of tire insurance policy,— 
previded they sufficiently 
sated for taking the additional hazzard 
inis uispos.tion of ‘tne Mutter 1s probably 
along tne line of progress. For many 
years the companies excluded lightning 
damage, but today this is a part of all 
fire insurance pol.cies, and there is no 
Such an aa- 


are compen 


extra charge ior the hazard. 
vanced position, however, is not now pos- 
sible in the case of consequential damage. 
The question is at present too uncertain 
and too far-reaching, to admit of taking 
a risk which may prove a very large one, 
withcut a sub-tantial charge. In fire in- 


surance the nature of hazards is con- 
stantly changing. It is necessary for 
those who sell indemnity to adapt ther 


business to modern conditions. 





PROPOSED CHANGE IN MASSACHUSETTS FIRE MARSHAL’S 


Governor Crane, of Massachusetts, re- 
commended in his inaugural adaress ‘o 
the leg.:s.ature, that the wo:k of inve_ti- 
gaticg ures, at present periormed ind-- 
pendently by the State fire marshai, be 
transferred to the State police 
ment, While this means a complete 
abolishment of the fire marshal’s odice, 
it dses not mean a ces-ation of the work cf 
investigating 
fires. 


depart- 


and prosecuting crimina! 


The Governor’s recommendation is not 
only of prime interest to fire underwriiers 
in Massachusetts through active 
intervention the office was established, but 
to managing underwriters everywhere and 
to local agency interests which are cat 
prezent actively interesting themselves in 
promoting fire marshal laws. It is feared 
that the Governor’s action may have a 
discouraging effect upon the enactment 
of such laws, coming as it does at a time 
when there appears to be a general 
awakening in their favor throughout the 
country. 

The office of State Fire Marshal 
established in Massachusetts in 189}. 
a number of years prior 


whose 


was 
For 


thereto a fire 


OFFICE 


marshals office had been maintained in 
the city of Boston under the supe: vision 
or the State. The work performed by the 
marshal, Mr. C. W. Whitcomb, 
successful that insurance interests were 
satisfied that an extenston of the work 
throughout the State would produce sat- 
isfactory results. Mr. Whitcomb became 
the State Fire Marshal under the new 
The administration of the office has, 
Mr. 
Whitcomb has developed a peculiar apti- 
tude for the investigation of criminal 
His record in this respect is excep- 


was so 


law. 
on the whole, been most successful. 


fires. 
tional and unique. 

Since the office of the State Fire Marshal 
was established in 1894, over 30,000 fires 
have been investigated by the office, and 
during that period there have been 5:0 
arrests, out of which the marshal has 
secured 327 convicticns, or an average of 66 
per annum. The convictions were over 60 
per cent. cf the ariests. Before the oTice 
was eStablished the percentage of convic- 
tions to arrests was about 18 ‘per cent. 
During the seven years prior to the crea- 
tion of the office the number of unknown 
fires reported was on the average, 33 per 
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ceni. of the tota:. During the seven years 
under the tre marshai’s admin.scration it 
was 17 percent. Tne percentage oc incen- 
diary fires has stead.ly decreased. ihe 
work of the office has been so persistentl, 
and impartially pusned taat it has actei 
as a positive deterrent force in p.eveating 
crim.nai: fires. 

‘the good work performed in Massachu- 
setts has attracted attentioa throughout 
the country, and Connecticut, Maryland 
and Ohio have established fire marshal 
departments, and the matter is being 
most favorably considered in other states. 

Governor Crane does not propose to stop 
the systematic investigation of fires and 
the active prosecution of criminals. His 
stated purpose, in recommending that the 
work be hereafter performel by the State 
po-ice, is based upon a desire to economise 
in the administration of the office, which 
involves an expenditure upon the State of 
some $35,000 per year. He believes that 
this expense can be reduc:d one-half if the 
work is done by the State police. It is also 
learned that Governor Crane is dissatis- 
fied with the present administration of the 
fire marshal's office, not because it is in- 
efficient, but because it is wasteful. 

There is much in the present work of the 
fire mirshal’s office to ju:ti‘y this crit- 
cism nevertheless fire underwriters are 
disposed t» believe that Governor C are 
has made a mistake in attempting to take 
away the independence of the o‘fice and 
place it in charge of the Stat2 pol’ce. 
They believe that such a~move will de- 


crease tae efficiency of the work at the 
expense Oi a mistaken economy, and it is 
hoped that when the matter comes beiore 
pe.tect*d tor 
the legisiatu.e tor 


Me ..ts a more economical 


consideration a com- 
bromMi.e May be e..ec.ed by which the of- 
fice will be maintained and some arrange- 
admi.istration. 

Mr. Whitcomb has not only performed 
a great publ.c good in connection with this 
wcrk but has uaquestionably saved the 
insurance companies many a bad loss. His 
prosecution of the work has been so vigor- 
ous that he has.created considerab.e poli- 
tic.1 opposition which will undoubtedly 
tend to strengthen the Governor’s position. 

It can be stated that the fire marshals 
work in Massachusetts will not be abol- 
ished or its scope diminished in any ie- 
spect. Governor Crane does not propose to 
interfere with the efficiency of the present 
system of fire inquests. Tine point of par- 
ticular interest to fire underwriters is 
whether Governcr Crane is correct ia hs 
conclusions that the work can be as well 
done by the pol.ce department, and wheth- 
er the present administrations, which to 
them has been mosi satisfactory, is to be 
sup2rseded by one which will be less satis- 
factory. 

The fire marshal’s office in Massachu- 
setts exercises protection over real pro- 
peity in the State, the assessed value of 
which is $3,034,030,000. The annual cost 
of this protecticn ($35,9(0) is 1 1-6 cents per 


thousand dollars. 


PRESIDENT CHASE AND THE HARTFORD FIRE 


In the current discussion regarding mul- 
tiple agencies no company is attracting 
more attention than the Hartford, on ac- 
count of its several subsidiary connec- 
tions. In November we reproduced an ar- 
ticle from the “Insurance Post’ of Chi- 
cago, as representing one phase of public 
opinion in regard to the matter. Another 
interesting point of view is represented 
in the following from the “Western Un- 
derwriter:” 

“President George L. Chase, the veteran 
president of the Hartford Fire, has been 
touring parts of the South, took a side- 
track over in Ohio, and then landed in 


Chicago. At the present time President 
Chase and his allied underwriting inter- 
ests are attracting as much, if not more, 
attention than any other in this country. 
The Hartford has amassed a vast volume 
of business through its regular channels 
and by means of reinsurance. Owing to 
tts activity in the field, its liberal under- 
writing policy and extensive plant, these 
features alone would make it a prominent 
institution. But with the New York Un- 
derwriters’ Agency, the citizens of Mis- 
souri and the Franklin of Columbus, it 
becomes a factor that has no equal. In 
addition, it has taken over several com- 
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With all these 
many elements making the Hartford the 
institution that it has become, it occupies 
a leading and unique position. 

‘“‘When the fact of the lack of sentiment 
on the part of the Hartford is referred 
that it has not lis- 
tened to the voice of the local agents as 
Agents criticize the Hartford 
for its reinsurance proclivities, and for the 
Mr. Chase 
takes the position that there is a demand 


panies by reinsurance. 


to, its critics mean 


a whole. 


maintenance of ‘ annexes.’ 


for sound underwriting institutions, and 
the Hartford management meets this de- 
mand. If he sees that there is a chance 


for profit in a reinsurance he takes thc 


company. It is this conflict of looking a1 
matters from the purely business stand- 
point and the agency fraternity viewing 
their 

which has engendered a 
and then 


company operations from idea of 
field ethics, 
breeze now 
ford. 


“President 


against the Hart- 


Chase does not hesitate to 
Say that the Hartford and its associated 
institutions are run for strictly business 
reasons. He states that he foresaw pres 
ent conditions and prepared for them. He 
holds that the New 


Agency is a 


York Underwriters’ 
business 
The 
took advantage of the opportunity. Presi- 
dent Chase avers that not until the Hart- 
of the 


proposition, 
Hartford saw 


pure 


and simple. it and 


ford secured control institution 


and made it the factor it is, did se- 
rious opposition develop on the part of 
competitors. As to the Citizens of St. 
Louis, President Chase asserts that he be- 
lieved a western company with strong fi- 
nancial backing would be needed, and he 
states that he is convinced he was 
right in his premises owing to the man- 
ner that the Citizens has been received. 
“President Chase takes a business view 
of underwriting conditions and needs, and 
attempts to meet the demands. 
sive in h's muvements, he has met dough- 
ty competitors, but he rather enjoys an 
encount:r in a quiet way. The Hartford’s 
executive affords a fine study. He makes 
but little noise in his movements, but al- 
lows his achievements to talk for them- 


now 


Aggres- 


selves. He travels here and there on dif- 
ferent missions for the Hartford and but 
few know of his manoeuvres. The Hart- 
ford has been the great company in ob- 
taining reinsurances. Other underwriters 
have claimed President Chase was taking 
ioo many chances, but President Chase 
had it all figured out and assured his lieu- 
tenants he could but win. 

“Concerning the rules and regulations 
of underwriting organizations to which 
President 


proclaims his absolute instruction that no 


the Hartford belongs, Chase 


deviation of any character will be per- 
mitted.” 





RATE SITUATION IN FIRE INSURANCE: WILLIAM B. CLARK 


The president of the Aetna Insurance 
Company of Hartford, Mr. William B. 
Clark, is quoted as saying that an average 
increase of 10 per cent. in fire insurance 
throughout the country, would 
change the business of fire underwriting, 
which is now being conducted at a loss, to 
that the public 
would hardly notice such an 
Mr. Clark goes on to 
say, however, that it is not the purpose of 
the companies to restore fire underwriting 
conditions to a profitable basis by making, 
a general flat advance. 


rates 


one of fair profit, and 


increase in 


premium income. 


On the contrary 
the leading companies propose by a con- 
solidation and combination of statistics, 
to determine what the experience on the 
different has been and 


classes of risks 


to apply the advances to those which have 
proved to be unprofitable. 

He states that this work on the part 
of the companies has been in progress for 
about six months, and will probably take 
two years more to complete; that it is 
being prepared systematically by capable 
experts; that each company interested is 
giving to the others the benefit of its ex- 
perience, and that the big companies are 
now practically combining their statistics 
as a matter of mutual self-interest. 

Mr. Clark states that it is not the pur- 
pose of the companies to make radical 
advances upon special classes, but where- 
ever a class is shown to be continuously 
unprofitable it is proposed to apply a rea- 
sonable increase thereto. It is believed 
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that upon this plan only can an equitable 
adjustment of rates be secured and the 
companies, at the same time be placed in 
a position where they will receive enough 
premium income to provide for current 
losses and expenses. 

In speaking of the general underwriting 
situation—particularly as it relates to the 
withdrawal of so much capital and the 
natural concentration of the business in 
the hands of a fewer number of compan- 
ies—he says that centralization will en- 


able the old established and strong com- 
panies to control the business more effec- 
tively and to regulate rates upon a basis 
which will be much more fair and just 
both to the company and the insuring 
public. He believes that from the stand- 
point of public policy the effect of these 
withdrawals and the resulting concentra- 
tion will be beneficial to the public, and 
will tend to make rates of insurance much 


more stable and equitable. 





THE NATIONAL AGENCY ASSOCIATION: JOHN B. REEVES 


The increasing interest in the agency 
movement anu the piobems whicn are 
urging themselves forward for wise treat- 
ment and answer, seem to aemons.r.icie 
that the agency association is a naturai 
development, and fills, or will fill a niche 
in the business of hre insu:ance. So far 
as the Southern section of the country :s 
concerned, Florida, [ am informed, is the 
only State not now organized. It is hoped 
that beiore the National Association oz 
Fire insurance Agents meets in Louis- 
ville, every state and territory will have 
been organized. Just picture to your- 
selves what a powerful force and influence 
that means for agents, and for the preser- 
vation of all that is best for our business. 

The National Association adopted a new 
Constitution ard set of By-Laws with the 
proviso that Article 4 of the By-Laws 
should not become operative until ratified 
by the Executive Committees of twenty- 
five State associations. Article 4 reads as 
follows: “The Chairman of the Legisla- 
tion Committee sha.l be elected at the 
annual meeting. Ten members 
shall be named by the President. This 
Committee shall have charge of eli 
legislation before the National Congress 
in which this association is interested. 

“To this Committeeshall also be referred 
all proposed legislation affecting the ob- 
jects of this in the various 
States, and no proposed legislation shail 
receive the official effort of any State as- 
sociation, until the same shall have been 
approvel by a majority vote of th’s Com- 
mittee. All matters referred to this Com- 
mittee shall have prompt e+tention and 
official opinion thereon shall be reported to 


other 


association 


the State association interested, within a 
period of fifteen days from receipt there- 
of.’ 

This By-Law having been sent to our 
Executive ~ommittee for its action the:e- 
on was by it approved. The real essence 
and vui.'tue of o:ganization dwell in the 
National body; and aside from purely lo- 
cal matters the National Association is 
destinea to exert a powerful and beneficial 
influence in fire insurance in its widest 
Companies and agents alike will 
fellowship 


scope. 
fee: the utiijity 
of agents, and give it their unstinted sup 


of this great 


port. 

If it be asked what the National Asso- 
ciation has done to improve the business, 
the answer can be found in the events of 
the last three or four years. Conspicuous 
among its achievements was the killing of 
overhead writing. Its powerful aid in the 
repeal of the stamp tax on fire insurance 
policies has been freely conceded. It is 
now engaged in work which, if successful, 
will add another leaf to its chaplet of 
laurel. It has not striven to remove all 
the troubles of agents by one sweep of its 
gigantic arm, but it has done better in its 
slow, conservative councilatory plan of 
action; and its reforms will be more per- 
manent. 

The Executive the Na- 
tional Association suggested the appoint- 
of five from our 


Committee of 


ment of a committee 
State asociation, the said Committee to be 
authorized to confer with any company, 
companies, or company association, re- 
garding legislation and other matters 2f 
interest to the membership of the State 
association. 
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Company Retirements. 

The ‘“‘Western Underwriter” of Chicago 
comments upon the many retirements of 
fire insurance companies during the pres- 
ent year and states that almost all of 
them were the Western 
Union; that no representative non-union 
company has yet 
It concludes that there must be some spec- 
ial reason for this fact and says it may be 
explained in part by the fact that the 
non-union companies are resting prosper- 
ously upon their preferred business, while 
the heavy as losses are 
concerned, havé come upon the so-called 
non-preferred classes; that the non-union 
companies have been able to secure a suf- 
preferred business to 
hazardous 


members of 


retired from business. 


drains, so far 


ficient volume of 
overcome losses upon the 
classes, 

The “Western Underwriter” thinks that 
the retirement of so many Western Union 
companies will greatly retard separation, 
because an agent cannot afford to resign 
any of his companies unless he is able 
to increase his original underwriting fa- 
cilities, and that even when he does place 
his agency upon a straight Union basis 
the question will always arise whether 
some of the remaining Union companies 
will not retire and leave him without 
adequate facilities. It states that many 
agents, who have already cleared for grad- 
ed commissions, have lost so many Union 
companies by the recent retirements that 
they find it absolutely necessary to take 
on non-Union companies in order to pro- 
tect their interests. This phase of the 
situation, it says, will need the attention 
of Union managers if the policy of the 
Western Tinion in respect to separation is 
to be successfully maintained. 


ss 


Responsibility of Agents. 

The old question of multiple agencies 
has become almost threadbare. It has 
been discussed at every gathering of in- 
surance agents for: years without any 
very definite or encouraging results. But 
recently the courts have aimed so pointed 
an arrow as to have revived the hope 
that the insatiate greed of the com- 
panies for volume of premiums through 
the aid of multiple agents, will re- 
ceive a check from an unexpected quar- 
ter. I cannot do better than to quote 


Insurance Economics 


from ‘‘The Insurance Post” of Chicago, (a 
paper, by the way, which is very friendly 
to the agency movement). In its issue of 
December 17, 1901, it says, after quoting 
from the “Baltimore Underwriter’ some 
very pertinent views on the same line, 
“formerly, Companies could appoint irres- 
“ponsible agents with impunity, and 
“then fall back upon their policy con- 
“tracts for protection, if the agent, 
“either by ignorance or intention, prom- 
“ised something he had no right to, That 
“is no longer safe. New York, Missouri, 
“Illinois, Iowa and many other States 
“have declared, through their highest 
“courts, that the knowledge of the Agent 
“is the knowledge of the Company. 
“It is a condition and not a theory which 
“confronts the Companies. They may 
“think that their policy contracts should 
“control no matter what their agents may 
“say or do, but the courts have ‘the last 
“think on this, and, as has been seen, 
“their decisions are steadily enforcing a 
“greater degree of responsibility on the 
“part of the agent, even affecting the 
“provisions of a written contract. The 
“Comp2nies cannot get away from it. 
“The agent who has so much power to 
“bind them must be a man of character 
“and intelligence. Tgnoramuses and 
“scoundrels, whose only merit in the eyes 
“of the Company was that they could get 
“business, will no longer be safe. The 
“learned judges may not have thought of 
“it, but their decisions increasing the 
“responsiblity of the agent, as binding the 
“Company, will do more to improve the 
“standard of agency representation than 
“associations could accomplish in years.” 
The men upon whom this responsibility 
rests, cannot be content to lag behind in 
this grand age of progressive intelligence. 
It is our bounden duty as members of the 
agency system, and co-laborers in the 
Agency Asociations, to aim high so as 
to reach that standard which the courts 
and public opinion have set for us. This 
and all similar agents’ associations must 
stand for right principle in fire under- 
writing. Our effcrts, our influence, our 
ambition, must all be spent for the wel- 
fare of the ‘business. We must bring to- 
gether the best elements of the agency 
force. We must educate, enlighten, stimu- 
late, exalt the tone of the membership and 
cultivate the respect of all men. 
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PROSPECTS. 


Every life insurance solicitor knows what a 
“ prospect ” is. 


A suggestive remark, or well-turned printed. 


phrase, will often make an applicant out of a 
prospect. 


We have just. published a concise little -bro: 


chure, which does not cost much, and is de 
scribed by one solicitor as “ The best thing on 
life insurance he has ever seen.” 


Write us about it and we will send you a 
sample copy of ‘‘ Life Insurance and Annuity 
Investments,” 


JOURNAL OF INSURANCE ECONOMICS, 
159 Devonshire Street Boston Mass. 





THE 


PRUDENTIAL 
INSURANCE €O. 


of America, 


JOHN F. DRYDEN, 


President. 


* 


HOME OFFICE, 
Newark, N. J. 











There are i. ine ritty 
Features . fourth Annua! 
Report of The Penn Mutual Life 


Insurance Company of interest to 
all engaged in life insurance work. 








A copy on request. 


The Penn Mutual Life Insurance Co. 
921-3-5 CHESTNUT ST., PHILA. 


PHENIX 
INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 





NEW YORK OFFICE,. 
47 CEDAR ST. 








Agents Wanted. 








National Life Insurance Company 


(Mutual) ; 
MONTPELIER, VERMONT. 


From 52d Annua) Business Statement. 


- $22 384,263.37 
+ 20,154,051.00 
+ $2,230,212.37 
New Busines (3% Basis) . - $18,979,323-37 
Outstanding Insuraite - 108,573,050 46 
GAINS DURING 101. 
Insurance, $9,101,211 29 Surplus, $229,147.48 
Assets, 2,483,373-27 Income, 550,952 93 
Increased Payments to Policy-holders, $84,292.88 
Decreased Management Expenses . 97,903 19 


Assets, January 1,1902 . 
Liabilities, January 1, 1902 
Surplus, ee Be. 


Best Forms of Life, Term, Endowment 
and Annuity Insurance. 


J. C. HOUGHTON, President. 0. D. CLARK, Secretary. 
J. A. Dé BOER, Vice-President. H. M. CUTLER, Treasurer. 


James T. Phelps & Co, State Agents, Boston, Mass. 
Annuity Building, Devonshire St. ‘ 


The Mutual Benefit Life 


Insurance Co., Newark. N. J. 





AMZI DODD PRESIDENT, 


Assets (Market Values), January 1, 
190r » ws $74, 311,468.25 
Liabilities, N. J, and N. Y. 


Standard 
Surplus 


68, 186,103.34 
6,125, 364.91 


MUTUAL BENEFIT POLICIES 


CONTAIN 


Special and Peculiar Advantages which ate not 
Combined in the Policies of any other Company. 
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JOHN C. PAIGE &CO. | 


INSURANCE 


Z0KiLBy STREET 
BOSTON. 








Justice and Satisfaction 


in dealing with both Agents and Policy -holders— 
fairness coupled with invariable honesty of pur- 

se. These are the endeavors of the management 
of the Union Mutual in all transactions. And 
Promptness is another Home Office motto — 
prompt answering of letters, prompt issuing of 
policies, prompt settlement of claims. 

Always a place for reliable, capable Agents. 


Union Mutual Life Insurance Co. 


Portland, Maine. a ‘crporated 


FRED E. RICHARDS, President. 
ARTHUR L. BATES, Vice-President. 


Address either 
EDSON D. SCOFIELD, Suft., 1110 Am. Tract 
Society Bld’g, 150 Nassau St., New York City. 
THORNTON CHASE, Suft , 84 Adams St., Chicago, 
Ti. 


Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 

















WILLIAM R. PLUNKETT, President. 
JAS. M. BARKER, Vice-President. 
JAS. W. HULL, Secretary and Treasurer. 


This Company, with its fifty ycars of successful 
and ‘honorable practice, its solid financial condition, 
its fair and liberal policies, all subject to the Non- 
forfeiture Law of Massachusetts, commends itself to 
both policy-holder and agent. 





For circulars and rates address: 


F. J. FOSS, Manager, 


40 Water Street - - Boston, Mass. 














NORTHERN 


ASSURANCE 
COMPANY 


OF LONDON. 
Eastern and Southern 
Departments. 

33 PINE ST., NEW YORK. 


























George W. Babb, Manager. 
T. A, Ralston, Sub-Manager, 
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“The Leading Fire Insurance Company of Americu" 


WM. B. CLARK, President. 


W.H. KING, Secretary. E.O. WEEKS, Vice-Prest. 
A.C. ADAMS, ITENRY E. REES, Aast. Secretaries. 


The 
National 
Assurance 
Company 
OF IRELAND. 


, aaa 


Life 





Established 
in 1822. 


Geo. E. Kendall, 


United States 
Manager, 


Hartford, Conn. 





THERE are Particuiar, 
Logical and Sufficient Rea- 
sons —which you may have 


Accidgnt = sons—which x 
De th sil Why 


The Pacitic Mutual Life Insurance Co, 


OF CALIFORNIA (Incorporated in 1868) 


is the Best Company to Insure in and, conse- 
quently. the Best io Represent. 
A word from you and we will tell you some- 
thing exceedingly interesting. 
Home Office : 
SAN FRANCISCO, CAL. tern Office : 
174 BROADWAY, N. Y. 


‘93333333333332333333332 3323 


ESSCESSESCEEEEEEEE SEE 
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FORTY-SECOND ANNUAL STATEMENT 


LIFE INSURANCE COMPANY, 


GEORGE E. IDE, PRESIDENT 
No. 256 BROADWAY, NEW YORK. 
January 1, 1902. 
LIABILITIES 


Policy Reserve, (1 ‘ - 
York Ins eD e 


ASSETS 


Present Value 
pee F 


Net Surplus 1,310,131.57 


fotal Admitted Assets, $13,370,862.75 Total $13,370,862.75 
INCOME IN 1901 DISBURSEMENTS IN 1901 
Payment 

Af 


32,422, being a ¢ { 3.219 
$59,046,669 t c 5,5706,817.00 
dn lion tior 234,405.51 

! enefit 7,.644,204.58 


RESULTS OF THE YEAR 190i. 


Per Cent 
ease it ra 





NATIONAL LIFE INSURANCE COMPANY, «Mutual), of Montpelier, Vermont. 


RECEIVED IN 1901 


DISBURSED IN 1990t. 


LIABILITIES 
irance Reserve 


tra Reserve, Life f 


ABSTRACT OF STATEMENTS FOR LAST TEN YEARS 
Gross Assets Surpias Insurance in Force 


Premiums, Interest, and Rents Received 
791,502 


66 


“ 4,29 I . i 4 "a 4 
New insurance iss red in yol yi =the ati $1* 2 
JAMES T. PHELPS & CO., State Agents, Annuity Building, 159 Devonshire St., Boston, Mass 

























Insurance Company 


NEW-YORK LIFE 








ete da. 


JANUARY 1, 1902 J 


Total Admitted Assets, is per Certificate of Insurance j Bs 
? ~ mS 3 
in a: ai 
aS 
Reserve Value of Policies and Annuities is 
| 


1 the Company val 


1 as the Company’s 3” policies and all policies = & | 
e Dec. 33, 1900, being valued as per American Expert- FS + 
ble of Mortality with 3 interest; other Policies valued Sil 

“4 - 
per Combined Experience Table of Mortality with 4” interest, % d 
per Certificate of New York Insurance Department . . 237,713,904 a ' 
General Liabilities. ; ' 3,767,364 hE 
Additional Reserve on Policies i} 
? 


2» >, 
ues ON AaQs OFAD 24 


basis, over the 4° valuation by the Insurance 











; oar a) 
Reserve to Provide Dividends tl 
f » policy-holders during 1902 and in 4 | 
ubsequent years as per policy contracts . 33,628,668 3 e 
: 
Other Funds for all other Contingencies » 10,450,054 re 3 
m ¥ 
2 
Total . , 49,262,118 HM 
i ; y 
Income, 4901 ; ; ; ; 70,802,551 : 1 
if ‘ ‘ = ‘ x | 
New Insurance paid for in 1901 . ; , 262,443,788 | 
Insurance in force |Paid-for) . , : 1,365,369,299 = | | 
| - a 
The NEW-YORK LIFE’S Accumulation Policy contains no restric- ee | 
whatever, and only one condition, namely, the payment of b 
premiums. It is incontestable by its terms, and is automatically non- eo 
; f 


torfeitable after the first premium is paid. After the policy has been 
force two full years, loans will be made thereon by the Company 
it 5 percent interest, premium for the current year being paid. 











JOHN A. McCALL, President. 
HENRY TUCK, Vice-President. 


